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Analysis 


Although  the  preparations  for  the  beginning  of  political, 
econcimic  and  cultural  relations  with  the  underdeveloped  countries 
had  been  very  intensive,  the  Soviet  Union  was  naturally  not  in  a 
position  to  start  cmprehensive  activities  in  all  underdeveloped 
areas  and  in  all  areas  of  foreign  aid  in  1953  —  the  year  of  the 
actual  beginning  of  the  Soviet  programs  for  underdeveloped  nations, 
^ther,  it  was  typical  of  the  yeari?  1953-1956  that  the  Soviet  Union 
(and  gradually  also  the  other  coiinti^ies  of  the  Communist  bloc)  ex- 
perimented  a  great  deal  with  their  relations  to  the  underdeveloped 
areas  and  restricted  their  activities  tb  only  a  few  of  those  areas. 
The  Soviet  program  revealed  itself  in  its  fidl  dimensions  only  in 
the  years  1958-1959 •  It  would  certainly  be  fruitful  to  examine  the 
historical  deyelopment  of  foreign  aid  by  the  Ccxnmunist  bloc  since 
its  establishment  some  seven  years  ago.  However,  a  factual  analysis 
seems  preferable  to  a  chronological  description,  since  the  former 
is  better  suited  to  reflect  the  character  of  Eastern  foreign  aid. 
This  report  will,  therefore,  examine  the  three  main  areas  of  foreign 
a3.d  by  the  Communist  bloc,  i.e.,  econcmiic,  technical  and  military,  ■ 
Further,  it  will  touch  upon  some  of  the  typical  methods  used  by  the 
Communist  blob  insofar  as  these  concern  all  three  areas  of  aid. 

But  it  is  first  necessary  to  give  a  brief  review  of  the  fun¬ 
damental  problems  and  methods  of  foreign  trade  with  the  underdeve¬ 
loped  countries.  As  previously  mentioned,  the  foreign  aid  of  the 
Communist  bloc  is  connected  with  foreign  trade  to  a  far  greater  ex¬ 
tent  than  the  foreign-aid  programs  of  the  Western  industrial  nations. 
The  readiness  of  the  Communist  bloc  to  receive  the  raw  materials  of 
the  underdeveloped  nations  on  the  basis  of  bilateral  and  long-term 
contracts  must,  furthermore,  be  considered  as  a  part  of  the  Soviet 
foreign  aid  programs.  Thus,  it  is  useful  to  include  foreign  trade 
in  the  present  considerations.  A  statistical  analysis  of  the  foreign 
trade  of  the  various  cotintries  in  the  Canmiuiist  bloc  with  the  under¬ 
developed  areas  according  to  country,  values, quantities  and  goods 
would,  however,  go  beyond  the  scope  of  the  present  report  without 
contibuting  any  significant  insights  to  our  analysis.  We  shall, 
therefore,  restrict  ourselves,  aside  from  listing  the  important 
references  on  foreign  trade,  to  noting  the  most  important,  over¬ 
all  figures  which  reflect  the  extent  of  the  growth  of  foreign  trade 
between  the  Communist  bloc  and  the  underdeveloped  areas  during  re¬ 
cent  years.  However,  the  nature  of  this  foreign  trade  must  be 


considered  in  greater  detail,  i.e.,  the  role  foreign  trade  has  played 
in  the  relations  to  the  underdeveloped  areas. 

In  the  beginning  of  political  and  econcanic  relations  with 
underdeveloped  areas,  foreign  trade  plays  a  far  greater  role  than 
foreign  aid.  Since  there  was  practically  no  trade  between  the  under¬ 
developed  areas  and  the  Ccanmunist  bloc  until  the  beginning  of  the  1950 
the  agreements  concerning  mutual  trade  must  generally  be  considered 
the  first  step.  In  this,  the  Communist  countries  often  took  advan¬ 
tage  of  a  particular  state  of  need  obtaining  at  that  time  in  the  un¬ 
derdeveloped  country.  This  state  of  need  usually  consisted  in  a  lack 
of  markets  for  the  underdeveloped  country's  most  important  export 
products.  Thus,  while  the  Communist  countries  officially  promise  to 
buy  the  export  products  of  the  given  underdeveloped  country  in 
greater  quantities  and  at  favorable  prices,  the  authorities  in  the 
underdevebped  country  see  a  solution  of  their  prevailing  economic 
problems  through  the  beginning  or  the  increase  of  tradr  relations 
with  the  Communist  bloc.  Trade  delegations  are  then  exchanged 
in  rapid  succession.  Even  this  first  stage  of  negotiations  is 
usually  surrounded  by  comprehensive  propaganda.  Delegation  after 
delegation  from  the  various  Communist  countries  travels  to  the 
particular  underdeveloped  country,  often  at  intervals  of  only  a  few 
weeks  or  months.  Each  of  these  delegations  precipitates  intensive 
propaganda  in  the  press  and  radio.  This  propaganda  increases  more 
and  more,  reaching  its  climax  with  ttie  conclusion  of  the  trade  agree¬ 
ment.  The  trade  agreament  itself  often  causes  surprise  by  its  quo¬ 
tations  of  generous  figures  connected  with  the  intended  exchange  of 
goods  which,  more  often  than  not,  particularly  in  the  first  years, 
would  only  be  realized  to  a  small  extent.  It  is  possible  to  give 
several  examples  for  liiis  from  the  last  five  to  six  years  (e.g., 
the  mere  partial  fulfillment  of  the  trade  agreements  between  the 
Soviet  Union  and  Burma,  Egypt  and  Argentina).  Irrespective  of  the 
form  or  extent  to  which  the  trade  agreement  is  realized,  the  pro¬ 
paganda  value  of  the  agreements  is  normally  so  great  that  the  Com¬ 
munist  countries  thereby  have  entered  strongly  the  public  conscious¬ 
ness  of  the  underdeveloped  country.  Thus,  from  the  beginning  the 
Communist  bloc  establishes  very  favorable  conditions  for  a  further 
increase  in  relations,  ensuring  that  a  succeeding  credit  offer  on 
the  part  of  the  Communist  bloc  falls  on  fertile  ground.  Often  the 
public  even  gains  the  impression  that  the  particular  trade  agree¬ 
ment  enlarges  the  economic  possibilities  of  the  country  consider¬ 
ably.  In  contrast,  there  is  little  public  mention  of  the  trade 
agreements  concluded  between  the  underdeveloped  countries  and 
the  Western  industrial  nations,  since  trade  relations  between 
these  countries  have  already  existed  for  decades. 

Closer  relations  are  generally  established  following  the 
introduction  of  trade  agreements,  even  with  those  underdeveloped 
countries  which  for  one  reason  or  another  had  no  diplomatic  exchange 
with  the  Conmunist  bloc.  This  method  is  not  only  used  by  East 


Germany,  which  endeavors  to  achieve  diplomatic  recognition  grad¬ 
ually  via  the  avenue  of  trade  relations;  the  other  countries  in 
the  Communist  bloc  also  employ  trade  to  a  far  greater  extent  than 
the  Western  nations  to  achieve  political  goals.  The  trade  relations 
between  the  Soviet  Union  and  Brazil  furnish  a  good  example. 

Brazil  discontinued  diplomatic  relations  with  the  Soviet 
Union  for  political  reasons  more  than  a  decade  ago.  Trade  re¬ 
lations  were  begun  gradually,  however,  in  the  middle  of  the  1950 's 
on  the  initiative  of  the  USSR.  A  barter  agreement  involving  coffee 
against  oil  was  concluded  to  mutual  satisfaction  in  1958.  A  trade 
agreement  was  negotiated  at  the  end  of  1959  to  exchange  goods  in  the 
amount  of  25  million  dollars  during  i960.  According  to  Radio  Moscow, 
this  exchange  is  to  increase  to  37  million  dollars  in  I96I  and  45 
million  dollars  in  I962  on  both  sides.  At  this  time,  the  trading  is 
restricted  in  the  main  to  an  exchange  of  c'offee  against  oil  and  oil 
products.  It  was  also  mentioned  during  the' negotiations,  however, 
that  in  addition  to  coffee  Brazil  is  also  to  deliver  cotton,  vege¬ 
table  oil,  canned  goods  and  even  electric  motors,  while  the  Soviet 
Union,  in  addition  to  vtieat,  is  also  to  export  machines  and  parti- 
cularlj’'  drilling  equipment  for  the  oil  industry.  .  This ,  agreement  has 
left  a  great  impression  on  the  Brazilian  public,  particularly  since 
about  500,000  bags  of  coffee  are  to  be  shipped  immediately  from  the 
large  surplus  held  in  storage.  In  view  of  the  sinlcing  coffee  prices, 
the  apeement  is  thus  of  great  propaganda  value  although  500,000 
bags  is  of  little  consequence  when  compared  to  the  total  Brazilian 
coffee  pi’oduction.  But  the  way  is  cleared  for  a  gradual  rapproche¬ 
ment  between  Brazil  and  the  Soviet  Union  and  forthe  resumption  of 
diplomatic  relations  in  the  foreseeable  future, 

•  *  .-  .» 

Develoment  of  Trade 

Ko  aspect  of  the  relations  between  the  Communist  bloc  and 
the  underdeveloped  areas  has  undergone  such  an  impressive  expansion 
as  export  trade.  This  export  trade  was  practically  of  no  signi¬ 
ficance  —  aside  from  a  few  special  cases  —  as  late  as  the  begin¬ 
ning  of  the  1950's.  The  expansion  beginning  in  1959-1954  [see  Note] 
constitutes  therefore  a  new  element  in  world  trade  that  affected 
exclusively  the  export  trade  of  the  underdeveloped  areas.  Charact¬ 
eristic  of  this  developnent  is  the  increase  in  export  trade  ofthe 
Soviet  Union  with  the  underdeveloped  areas,  which  tripled  itself  in 
the  years  1955-1958  alone  (from  about  1.2  billion  rubles  to  about 
3»7  billion  rubles).  Trade  with  the  Asian  underdeveloped  areas 
was  quadrupled  during  the  same  time  (from  .5  billion  rubles  to  2 
billion  rubles.)  The  exchange  of  goods  with  the  African  underde¬ 
veloped  countries  rose  from  I90  million  rubles  to  890  million  rubles, 
while  trade  with  the  Latin  American  countries  was  reduced  from  400 
million  rubles  to  3I6  million  rubles. 
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It  is  significant  that  Soviet  export  trade  with  Hhirope  (ex¬ 
cluding  Comunitt  Countries)  increased  onlj'-  by  a  third  during  the 
same  time  span. 

([Note:]  For  a  statistical  analysis  of  the  export  trade  between  the 
Communist  bloc  and  the  underdeveloped  areas,  the  following  referen¬ 
ces  may  be  used  in  addition  to  the  export  statistics  of  the  respect¬ 
ive  underdeveloped  Counti'ies:  V»  P<  GoryiihoV*  iJ.  N*  Inozemtsev, 

B.  V.  Spandaryah,  et  al.  VneshnYaya  torgbvl’ya  SSSR  so  stranarai 
Aziy,  Afriki  i  Latinskoy  Meriki  (Foreign  Trade  of  the  USSR  with 
the  Countries  of  Asia,  Africa  and  Latin  America),  Ministry  of  For¬ 
eign  Trade  USSR,  1958;  Vneslmyaya  torgovl*ya  SSSR,  1956-1959  (USSR 
Foreign  Trade,  1958-1959) ;  Stal^stisches  Jahrbuch  der  Deutschen 
Demokratischen  Republik  (Statistical  Yearbook  of  the  German  Demo¬ 
cratic  Republic,  Berlin,  1956;  Handel  Zagraniczny  (Foreign  Trade), 
Ilarsaxir;  Statistieke  Ypravy!  Prague;  Stastitieka  rocenka  Republiky 
Ceskbsovenske.  Prague;  Statisztikal  Havi  Kozlemenyek,  Budapest.  1959; 
Yearbook  of  International  Trade  Statistics,  UH,  Hew  York;  and  Direct- 
ion  of  International  Trade  —  Statistical  Papers,  Series  T  -  UN, 

New  York. "y 

The  Eastern  European  countries  have  also  increased  consider¬ 
ably  their  trade  with  the  underdeveloped  areas  in  recent  years.  For 
example,  the  export  trade  of  Czechoslovakia  with  the  underdeveloped 
areas  increased  from  140  million  dollars  in  1954  to  about  270  mil¬ 
lion  dollars  in  1957;  for  Poland  (70  million  dollars  in  1954,  170 
million  dollars  in  1958);  Hungary  (about  44  million  dollars  in 
1954  to  about  85  million  dollars  in  1957).  Thus,  for  Poland  and 
Hungary  a  doubling  of  export  trade  with  the  underdeveloped  areas 
resulted.  Particularly  impressive  is  the  increase  of  export  ship¬ 
ments  by  East  Germany  to  the  underdeveloped  areas  (from  36  million 
dollars  in  1954  to  206  million  dollars  in  1958).  Red  China  was  also 
able  to  increase  its  shipnents  to  underdeveloped  areas  considerably; 
from  190  million  dollars  in  1954  to  about  345  million  dollars  in 
1957.  The  share  of  the  underdeveloped  areas  in  the  total  export 
trade  of  the  Communist  countries  between  1954  and  1958  Increased 
even  more.  During  this  interval,  this  share  increased  for  the  USSR 
from  4.6  to  10.9^,  for  East  Germany  frcm  I.7  to  6.7/^  and  for  Poland 
from  4.0  to  7.4^. 

The  significance  of  the  various  countries  in  the  Communist 
bloc  within  the  framework  of  export  trade  with  the  underdeveloped 
areas  is,  however,  rather  varied.  While  the  USSR  occupies  a  com¬ 
manding  position  within  the  foreign  aid  program  of  the  Communist  bloc, 
i.e.,  x^ith  respect  to  financial,  technical  and  military  aid,  the 
Eastern  European  countx-ies  and  Red  China  have  a  relatively  large 
share  in  the  trade  of  the  Communist  bloc  with  the  underdeveloped 
areas.  The  export  volume  of  the  USSR  xfith  underdeveloped  countries 
reached  about  850  million  dollars  in  1957;  the  Eastern  European  coun¬ 
tries  achieved  in  the  same  year  a  volume  of  about  700  million  dollars. 


and  Red  China  about  345  million  dollars.  This  relationship  has 
changed  further  in  favor  of  the  Eastern  European  countries  during 
1958.  A  particularly  strong  position  within  the  framework  of  trade 
with  underdeveloped  areas  is  occupied  by  Czechoslovakia,  whose  sales 
amount  to  almost  a  third  of  the  trade  of  the  USSR.  Eastern  Germany 
has  similarly  expanded  its  trade  with  underdeveloped  areas,  and  she 
will  probably  reach  the  export  volume  of  Czechoslovakia  in  a  short 
while.  >  , 

It  is  noteworthy  that,  contrary  to  generally  current  im¬ 
pressions,  not  only  machines  and  equipment  play  a  role  in  the  ex¬ 
port  trade  of  the  Communist  bloc  but  also  a  whole  series  of  other 
products.  The  export  of  machines  and  equipment  by  the  USSR  to  imder- 
developed  areas  in  1958  was  only  45^^  of  total  export  volume.  How¬ 
ever,  it  must  be  noted  here  that  this  share  increased  frcan  6  to  45^ 
during  1955~1958.  Among  the  other  export  goods  are  particularly  to 
be  mentioned  mining  products  and  products  of  the  metal  industry, 
food  stuffs,;  lumber,  paper,  as  well  as  textiles. 

Another  peculiarity  of  the  trade  between  the  Communist 
bloc  and  underdeveloped  areas  lies  in, the  fact  that  the  predominant 
part  of  the  trade  is  done  with  only  a  few  of  the  underdeveloped 
countries.  Just  as  the  forei,gn-aid  program  of  the  Communist  bloc 
has  its  points  of  emphasis,  so  is  the  foreign  trade  of  the  Communist 
bloc  concentrated  in  certain  areas.  In  1958,  almost  75^  of  the  ex¬ 
port  trade  of  the  USSR  was  conducted  with  only  five  of  the  underdo- 
veloped  nations,:  namely  the  UAR  (United  Arab  Republic),  India, 
Yugoslavia,  Iran  and  Malaya.  The  UAR  and  India  alone  accounted  for 
4-'-i%  of  Soviet  export  volume  vrith  underdeveloped  areas.  The  export 
trcvde  of  Red  China  with  underdeveloped  areas  was ,  in  1957  ,  80, ^  with 
the  UAR,  Ceylong,  Indonesia,  Malaya  and  Pakistan.  Such  concentrations 
are  also  found  when  considering  the  east  European  countries.  Almost 
two  thirds  of  the  trade  of  East  Germany  in  1958  was  with  only  three 
underdeveloped  countries  (Yugoslavia,  Turkey  and  the  UAR);  almost  QCffo 
of  Polish  export  trade  was  with  four  underdeveloped  countries  (Brazil, 
UAR,  Yugoslavia,  and  Turkey);  almost  88^  of  Czechoslovakian  trade 
with  six  underdeveloped  countries  (UAR,  Brazil,  Yugoslavia,  Turkey, 
India,  and  Burma) ;  and  almost  7O/S  of  Hungarian  trade  with  only  two 
underdeveloped  countries  (Yugoslavia  and  the  UAR). 

The  same  applies  to  the  share  of  the  Communist  bloc  in  the 
total  trade  of  the  underdeveloped  nations  (all  figures' are  for  1958). 
In  some  underdeveloped  countries  this  share  is  extraordinarily  high. 
Thus,  Afghanistan’s  trade  is  presently  conddcted  to  almost  50^ 
id-th  the  Communist  bloc;  in  Egypt,  44^  of  exports  and  29^  of  imports 
are  x-rith  the  Ccsnmunist  bloc;  in  Syria  325^  and  15;^  respectively. 

For  Turkey  the  share  of  trade  with  the  Communist  bloc  is  20^,  for 
Burma  10^.  This  share  is  considerably  lower  in  the  other  under¬ 
developed  countries,  e.g.,  Iran  (5.5),  India  (5.1),  Indonesia  (7.4), 
Morocco  (5.0),  Argentina  (2.2),  and  Brazil  (3.9).  The  discontinuity 
of  Communist-bloc  trade  is  often  also  evident  in  these  shares.  Thus 


the  share  of  Uruguay  rose  from  h.Wfo  in  1957  to  13.0'^  in  1958  while 
for  Argentina  there  x^ras  g  reduction  from  9»^^  (1955)  to  2.7$  (1958); 
similarly  for  Burma  (1955 ■  17*9^;  1958:  10.4^). 


and  Conduct 


Tlie  export  trade  of  the  Communist  bloc  is  organized  accord¬ 
ing  to  the  principles  of  a  centrally  directed,  plarined  economy 
just  as  the  other  spheres  of  economic  activity.  The  various  foreign- 
trade  ministries  are  responsible  for  the  coordination  of  tme  sche¬ 
dules  and  for  the  supervision  of  export  and  import  plans.  They  con¬ 
clude  all  trade  contracts  and  agreements  with  foreign  countries, 
ilirough  the  Council  for  Economic  Mutual  Aid  (CMIA),  whose  members 
consist  of  all  East  European  countries  as  well  as  the  USSR,  an  effort 
is  made  to  integrate  foreign  trade  and,  particularly,  to  achieve 
standardization  of  foreign- trade  procedures.  This  task  is  also  pur¬ 
sued  by  the  various  foreign- trade  ministries.  The  execution  of  indi¬ 
vidual  transactions  is  assigned  to  state-oxmed  foreign- trade  agen¬ 
cies,  xdiich  geners.lly  execute  all  transactions  in  a  given  field  or 
for  a  given  kind  of  product.  According  to  our  investigations  [see 
Note],  there  are  about  20  such  foreign  trade  agencies  in  the  USSR 
which  usually  conduct  both  importing  and  exporting. 


( [Note :  ]  See  the  f ollox>dng  journals :  Bulgarian  Foreign  Trade. 
Bulgarian  Chamber  of  Commerce,  Sofia;  Foreign  Trade  of  the  People’s 
Republic  of  China,  the  China  Committee  for  the  Promotion  of  Inter¬ 
national  Trade,  Peking;  Deutsche  Export  (German  Export) .  Council  for 
Foreign  Trade  of  the  German  Democratic  Republic,  Berlin;  Polish  For¬ 
eign  Trade,  Polish  Export  Council,  Warsaw;  Rumanian  Foreign  Trade. 
Chamber  of  Commerce  of  the  Rumanian  People’s  Republic,  Bucharest; 
Czechoslovakian  Foreign  Trade.  Czechoslovakian  Chamber  of  Commerce, 
Prague;  Vneshayava  Torgovl'ya  (Foreign  Trade).  Moscow;  and  Hungarian 
Foreign  Trade,  Journal  of  the  Hungarian  Chamber  of  Commerce,  BudapestTT 


There  are  about  16  such  agencies  in  Red  China,  13  in  Bulgaria, 
2  in  Albania,  about  30  in  Poland,  about  25  in  Czechoslovakia,  14  in 
Rumania,  and  about  20  in  East  Germany.  Despite  their  legal  inde¬ 
pendence,  these  organizations  are  strictly  controlled  by  the  respect¬ 
ive  foreign- trade  ministries,  which  supervise  all  transactions.  The 
formal  framework  for  the  activities  of  the  foreign-trade  agencies  is 
provided  by  the  trade  and  payment  agreements  x-iith  the  -underdeveloped 
countries.  The  a,gencies,  however,  di  not  possess  general  authority 
to  conclude  contracts  on  the  basis  of  the  agreed-upon  exchange -fif 
goods.  Authorization  for  the  signing  of  contracts  must  in  each  case 
be  sought  from  the  foreign- trade  ministry.  In  import  transactions, 
this  authorization  is  given  only  xfhen  the  necessary  foreign  exchange 
has  been  secured  to  cover  the  import  transaction.  It  is  pointed  out 
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here  that  this  clearcut  organisation  of  foreign  trade  in  all  Ccxii- 
munist-bloc  countries  is  often  perceived  as  an  advantage  by  the  rele¬ 
vant  authorities  in  the  underdeveloped  areas. 

The  ti-ade  and  payment  agreements  constitute  the  basis  of  trade 
with  underdeveloped  countries .  They  all  have  a  bilateral  character 
and  are  written  according  to  standard  politico-econcanic  principles. 

As  a  rule,  detailed  inventories  of  goods  are  appended  to  the  agree¬ 
ments  which  then  form  the  basis  for  the. exchange  of  goods.  Trans¬ 
actions  may,  however,  also  be  concluded  outside  these  lists.  Thus, 
it  is  written  in  the  trade  agreement  between  the  USSR  and  Cambodia, 
dated  31  May,  1957  s  "Thit  agrements  concerning  goods  from  the  USSR 
or  Cambodia  which  are  not  entered  in  lists  A  and  B  may  be  made  in 
good  faith  by  the  responsible  authorities  of  the  two  governments. " 

The  agreements  concerning  payments  are  simply  agreements  concerning 
foreign-exchange  matters ,  i.e.,  the  mutual  shipments  of  goods  are  ac¬ 
counted  for  within  the  accounts  established  by  the  government  banks 
so  that  an  agreed-upon  margin  will  mefet-  the  seasonal  fluctuations 
in  imports  and  exports.  The  extent  of  the  margin  is  laid  down  in 
general  in  the  trade  agreement.  Thus,  the  relevant  section  of  the 
agreement  between  the  USSR  and  Greece  of  21  July  1958  reads;  "The 
balance  of  the  account  mentioned  in  Article  4  of  the  present  agree¬ 
ment  must  not  exceed  4  million  dollars  in  favor  of  one  or  the  other 
party."  '  .  ^ 

The  predominant  part  of  external  trade  of  the  Communist  bloc 
countries  with  the  underdeveloped  nations  is  transacted  in  this  man- 
ne'.-.  In  order  to  fulfill  its  obligations  with  the  underdcvaloped 
aro's,  the  Comirunist  bloc  is  often  forced  to  import  goods  'which  can¬ 
not  be  utilized  within  itscwn  economy.  Various  Communist  countries, 
particularly  Czechoslovakia,  therefore,  act  as  intermediaries.  A 
part  of  the  goods  imported  from  underdeveloped  areas  is  then  sold  to 
countries  outside  the  Comnunist  bloc,  whereby  considerable  reductions 
in  price  must  often  be  reckoned  with.  Such  transactions  have  been 
perfected  in  recent  years  to  such  an  extent  that  shipments  are 
often  made  directly  from  the  underdeveloped  country  to  the  final 
buyer.  This  applies,  for  example,  to  Egyptian  cotton  which  Czechos¬ 
lovakia  sold  to  Western  .Europe,  and  to  Burmese  rice  which  Red  China 
sold  1x1  Ceylong,  Such  transactions  are  advantageous  for  the  Communist 
bloc  in  that  it  can  meet  its  obligations  with  the  underdeveloped  coun¬ 
tries  and  obtain  at  the  same  time  —  if  with  a.  reduction  in  price _ 

foreign  exchange  xdiich  can  be  used  for  purchases  on  all  world  mar¬ 
kets.  These  procedures,  furthermore,  increase  the  dependency  of  the 
underdeveloped  areas  on  the  Communist  bloc.  A  certain  role  is  also 
played  by  transit  shipments.  Thus,  such  countries  as  South  Korea, 
Vietnam  and  the  Phillippines  have  hardly  any  direct  trade  with  the 
Communist  bloc.  They,  nevertheless  receive  goods  via  Hongkong,  par¬ 
ticularly  from  Red  China. 


A  Model;  the  Trading  Methods  of  Caechoslovakia 

As  mentioned  previously,  the  countries  of  the  Communist  bloc 
are  not  equal  in  their  proficiency  in  using  commercial  means  for  po¬ 
litical  ends.  There  are  considerable  differences  between  the  countries 
of  the  Communist  bloc  with  respect  to  their  proficiency  in  carry¬ 
ing  out  individual  transactions,  in  their  ability  to  keep  delivery 
dates,  etc.  The  South  East  Asia  countries  that  do  business  with 
the  Communist  bloc  have  noted  that  trade  relations  are  most  reliably 
carried  out  with  Communist  China.  Although  the  Chinese  foreign  trade 
agencies  drive  a  hard  bargain  during  trade  negotiations,  they  fulfill 
their  obligations  punctually  and  precisely  once  they  have  agreed  to 
do  so.  In  this,  the  Chinese  agencies  have  the  advantage  that  a  ^ 

great  part  of  the  international  and  local  trade  in  the  South  East 
Asia  Countries  is  handled  by  local  Chinese  traders  (see  Note). 

Czechoslovakia  is  considered  tH®  best  and  most  reliable  trading 
partner  in  the  other  Asiatic  and  African  arteas,  while  the  foreign 
trade  agencies  of  the  Soviet  Union  have  already  often  left  a  poor 
impression.  But  the  Communist  bloc  countries  have  made  efforts, 
particularly  in  recent  years,  to  remove  gradually  the  numerous  errors 
and  mishaps.  In  this  effort,  Czechoslovakia  serves  as  a  model, 
since  she  exported  machines  and  industrial  equipment  in  large  quanti¬ 
ties  already  before  the  Second  World  War.  The  business  methods  of 
the  Czechoslovak  foreign-trade  agencies  used  in  the  sale  of  their 
industrial  products  in  underdeveloped  areas  are  considered  ideal 
examples  by  the  other  Communist  bloc  countries.  The  trade  magazines 
of  the  Communist  bloc  repeatedly  publish  comprehensive  reports  detail¬ 
ing  the  experiences  of  the  Czechoslovak  organizations.  It  is  appro¬ 
priate,  therefore,  to  consider  briefly  the  methods  of  the  Czechos¬ 
lovak  foreign  trade  organizations  in  this  report  (for  a  comprehensive 
report  see  Pusenko,  N.  "The  Organization  of  the  Czechoslovak  Export 
of  Industrial  Equipment  to  Underdeveloped  Areas,"  Vneshavaya  Torgov* 
lya,  Moscow.  1959.  Vol  29,  No  9). 

([Note:]  It  is  impossible  to  predict  how  long  this  advantage  will 
continue  to  exist  for  Chinese  foreign  trade.  Indonesia  has  already 
begun  to  restrict  severely  the  rights  of  the  Chinese  minority.  It 
is  possible  that  other  underdeveloped  countries  might  follow  this 
example.) 

The  share  of  machines  and  industrial  equipment  in  the  total 
export  of  Czechoslovakia  has  risen  from  in  1937  to  43^  in  1958. 

Almost  75f°  of  these  machines  and  industrial  equipment  are  exported 
to  underdeveloped  areas,  particularly  complete  hydro-electric  power 
installations,  equipment  for  the  production  of  machines,  for  the  di¬ 
stillation  of  crude  oil,  for  cement,  sugar,  rubber,  shoe,  textile, 
and  ceramics  factories,  for  broadcasting  stations,  installations 
for  the  concentration  of  iron  ore  and  coal,  etc.  Also  sold  abroad 
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metal-cutting  machines,  forging  presses,  diesel  engines,  textile 
machines,  road  building  equipment,  rolling  stock  for  railways,  auto¬ 
mobiles,  motorbicycles,  tractors  and  agricultural  machines.  The 
export  of  these  machines  and  installations  is  predcxninantly  handled 
by  the  foreign- trade  agencies  "S troy-export, "  "Technoexport," 
"Motokov,"  and  "Kovo."  These  agencies  maintain  permanent  trade  dele¬ 
gations  in  many  underdeveloped  coimtries  to  observe  markets,  parti¬ 
cipate  in  advertising,  arbitrate  disputes,  and  particularly  to  super¬ 
vise  the  activities  of  the  local  agents  which  cairy  out  the  actual 
sale  or  disposition  of  the  Czechoslovak  goods. 

The  greatest  part  of  Czechoslovak  goods  is  sold  in  underde¬ 
veloped  countries  via  these  local  agents,  a  procedure  already  used 
before  World  War  II.  The  introduction  of  the  foreign- trade  monopo¬ 
lies  led  to  a  concentration  of  the  largest  and  most  expeilenced  of 
the  trading  firms  in  the  underdeveloped  ^Sas.  In  the  last  six  years, 
the  Czechoslovak  foreign  trade  agencies  ^ave  worked  intensively  at 
enlarging  their  net  of  local  agents.  Ihe  choice  of  firms  to  serve 
as  agents  is  made  Very  carefully.  Qhe  financial  and  technical  capa¬ 
bilities  of  the  agents  is  hereby  of  particular  inteirest.  The  Czechos¬ 
lovak  trade  delegation  in  the  particular  countiy,  the  Czechoslovak 
Chamber  of  Commerce,  and  the  ]toedlate  customers  of  the  agent  tinder 
consideration  are  consulted  in  making  a  choice.  Banks  and  credit 
bureaus  may  also  be  asked  for  information.  After  a  short-term 
trial  contract,  a  contract  is  signed  with  the  agent  in  ^diich  the 
latter  may  function  as  an  agent  on  commission  or  as  principal.  If 
the  local  firm  functions  as  principal,  the  contract  contains  a  claxise 
obligating  the  local  firm  to  refrain  from  setting  excessively  high 
prices  forthe  machines  and  equipment.  The  agent  is  further  Obligated 
to  report  continously  on  the  prices  of  the  machines  sold  by  him. 

In  general,  however,  contracts  on  a  commission  basis  are  signed  allow¬ 
ing  the  foreign- trade  agencies  to  set  the  price  thmnselves.  Cm- 
missions  run  from  2.5  to  IC^.  In  exceptional  cases,  e.g.,  when  a 
machine  is  introduced  to  a  new  market,  payment  of  a  particularly 
hi^  ccwimission  may  be  arranged.  To  avoid  having  the  agent  represent 
simultaneously  a  Czechoslovak  foreign- trade  agency  and  a  competing 
firm  in  the  same  business,  the  contracts  contain  clauses  allowing  the 
foreign-trade  agencies  to  break  the  contract  if  the  local  agent  be¬ 
gins  to  work  for  a  competing  firm.  The  contracts  also  contain  clau¬ 
ses  concerning  a  minimum  rate  of  tiunover. 

The  foreign- trade  organizations  endeavor  to  leave  all  work 
concerned  with  the  actual  sale  to  the  local  agent.  In  the  first  years 
the  local  agent  would  transmit  all  inquiries  to  the  foreign-trade 
organization,  which  also  Worked  out  the  offers.  Today,  most  local 
agents  negotiate  with  customers  ■Ujemselves  and  merely  arrange  deli¬ 
very  dates  with  the  foreign- trade  organizations.  The  agent  receives 
his  guaranteed  minimum  commission  of  an  average  of  2^  even  when  a 
custcmier  turns  directly  to  the  foi*elgn-trade  organization  with  a 
large  order.  The  local  agents  are  obligated  to  inform  the  foreign- 


trade  organizations  constantly  concerning  the  situation  on  the  machine 
and  equipment  markets  in  the  particular  underdeveloped  country.  They 
are  also  obligated  to  advertise  the  Czechoslovak  goods,  splitting 
the  cost  with  the  foreign- trade  agencies.  Bjiphasis  is  pldced  on  the 
ability  of  the  local  agent  to  rent  facilities  for  demonstration  and 
exhibition  of  goods  at  the  busiest  points  in  the  cities  of  the  under¬ 
developed  countries.  Usually,  special  arrangements  are  made  to  that 
effect.  Great  care  is  also  taken  in  training  the  personnel  of  the 
local  agent  in  technical  matters .  Such  training  is  carried  out  in 
Czechoslovakia  whenever  possible.  Thus,  the  salesmen  are  made  fami= 
liar  with  the  technical  characteristics  of  the  construction  and  ser¬ 
vicing  of  the  machines.  Under  certain  circumstances,  salesmen  have 
also  made  suggestions  for  improvement  which  in  some  cases  have  led  to 
improvements  in  qual:).ty  and  to  a  reduction  in  construction  and  installa¬ 
tion  tiiTie, 

The  foreign- thade  organizations  fuhnish  specialists  for  the 
support  of  the  firms  in  the  underdeveloped  country.  These  specia¬ 
lists  either  work  in  the  commercial  sections  of  the  Czechoslovak 
delegation  or  in  the  so-called  "offices  for  technical  services . " 

They  are  prepared  to  assist  with  the  conclusion  of  contracts,  the 
running  of  exhibitions,  and  advising  customers;  they  supervise  the 
training  of  the  local  service  personnel,  assist  the  local  firms  in 
rendering  technical  services,  in  installing  depots  for  parts,  in 
preparing  technical- information  material,  etc. 

The  Czechoslovak  foreign- trade  agencies  *  efforts  in  intensive 
advertising  are  by  no  means  inferior  to  corresponding  efforts  by 
private  v/estern  firms.  The  demonstration  of  machines  and  equipment, 
usually  supplemented  by  a  lecture  and  the  showing  of  a  film,  is 
frequently  undertaken.  Advertising  material  is  jointly  prepared  by 
the  foreign-trade  agencies  and  the  sales  and  export  departments  of 
the  manufacturer,  although  actual  writing  of  copy  is  done  by  the 
Chamber  of  Commerce.  All  possible  advertising  media  are  employed; 
advertisements  and  articles  in  foreign  newspapers  and  magazines, 
radio  commercials,  photographs  and  slides,  advertising  films,  out¬ 
door  advertising  along  highways  and  on  houses,  neon  signs,  etc. 

Aside  from  catalogs  and  other  advertising  materials,  there  are  a 
number  of  illustrated  magazines  published  in  Czechoslovakia  which 
carry  advertising  for  Czechoslovak  machine  products.  For  example, 
the  magazine  Czechoslovak  Export  Trade  contains  information  in  four 
languages  on  all  Czechoslovak  export  products.  The  monthly  magazines 
Czechoslovak  Heavy  Industry  and  Kovoexport  publish  information  about 
the  products  of  the  metal-working  industry. 


Advantapies  for  the  Underdeveloped  Countries 

Does  trade  with  the  Communist  bloc  offer  significant  advan¬ 
tages  to  underdeveloped  countries  in  comparison  to  trading  with  the 
Western  industrial  countries?  This  question  must  be  answered  po¬ 
sitively  in  view  of  the  rapidly  expanding  exchange  of  goods,  parti¬ 
cularly  in  the  last  six  years*  The  real  reason  for  the  growth  of 
trade  relations  must  be  sought  in  the  willingness  of  the  Communist 
bloc • to  buy  the  raw  materials  of  the  underdeveloped  countries  at  a 
time  when  the  market  conditions  for  these  export  goods  were  parti¬ 
cularly  unfavorable  for  the  underdeveloped  countries.  The  classi¬ 
cal  example  is  the  export  of  Egyptian  cotton  to  the  Communist  bloc 
which  amounted  to  almost  60^  of  the  total  cotton  exports  of  Egypt 
in  1958.  The  purchasing  of  large  quantities  of  raw  materials,  which 
is  perceived  by  the  underdeveloped  countiy  as  additional  Exports, 
constitutes  the  basis  of  trade  relations  between  the  Communist  bloc 
and  the  underdeveloped  areas.  Since  these  exports  are  handled  on 
the  basis  of  contracts  lasting  for  several  years  and  in  the  begin¬ 
ning  sometimes  also  at  relatively  favorable  prices,  the  underdevel¬ 
oped  countries  must  perceive  the  introduction  of  trade  relations  with 
the  Communist  bloc  as  a  significant  advantage.  These  countries  be¬ 
lieve  above  all  that  the  obligations  assumed  by  the  Communist  bloc 
regarding  price  and  quantity  possess  a  far  greater  stability  than 
the  contracts  made  with  private  firms  of  the  Western  industrial 
countries.  Such  an  impression,  however,  is  largely  false  as  will 
be  shown  later  in  this  report.  It  is  important  in  this  connection, 
though,  to  note  that  the  Communist  bloc  has  bought  great  quantities 
of  export  products  in  times  of  great  need  for  the  underdeveloped 
countries. 

As  mentioned  previously,  the  clear-cut  organization  of  foreign 
trade  in  the  Communist  bloc  is  perceived  by  many  underdeveloped 
countries  as  an  advantage  over  the  more  diffused  organization  of 
foreign  trade  in  the  Western  industrial  countries.  This  applies 
particularly  to  the  imports  from  the  Camnunist  bloc  or  to  the  exports 
of  the  underdeveloped  countries.  In  most  underdeveloped  countries 
today  the  export  of  the  most  important  products  is  handled  centrally 
by  governmental  or  semi-governmental  organizations  which  natiirally 
prefer  to  deal  with  similarly  centrally  directed  purchasing  agencies. 

The  steadily  growing  direct  purchases  of  the  Communist  bloc 
from  the  underdeveloped  co\mtries  is  especially  welcomed  by  the  lat¬ 
ter.  Up  to  the  present,  the  countries  of  the  Communist  bloc  still 
buy  a  considerable  part  of  their  raw  material  needs  on  the  relevant 
world  markets.  Thus,  the  Soviet  Union  still  buys  the  greatest  part 
of  its  rubber  needs  on  the  London  market.  But  inthe  last  few  years 
some  changes  are  noticeable  in  this  trend.  The  Communist  bloc  is 
increasingly  turning  directly  to  the  underdeveloped  countries  for 
purchases  of  raw  materials.  This  is  especially  true  for  the  under¬ 
developed  countries  that  have  just  gained  their  political  independence. 


In  the  future,  the  Communist  bloc  will  —  as  soon  as  an  underdeve¬ 
loped  area  has  become  independent  —  restrict  its  purchases  from 
the  markets  of  the  former  mother  country  in  favor  of  direct  buying 
from  the  particular  underdeveloped  country.  This  method  allows  for 
considerable  propaganda  successes,  since  public  opinion  in  the  under¬ 
developed  nation  is  easily  led  to  believe  that  the  Commimist  bloc 
is  now  a  new  customer.  Direct  purchasing  also  makes  it  '.possible 
for  the  Communist  bloc  to  channel  its  exports  into  underdeveloped 
areas  without  being  forced  to  furnish  credits  for  payment  of  these 
exports. 

It  may  be  concluded  that  the  advantages  of  underdeveloped 
countries  in  trading  with  the  Communist  bloc  lie  primarily  in  inability 
of  the  Western  industrial  nations  to  find  a  solution  for^the  regu¬ 
lation  of  world  markets  satisfactory  to  the  raw  material-producing 
countries*  If  such  a  regulation  codld  ever  be  achieved,  the  afore¬ 
mentioned  advantages  would  disappear. 


Disadvantages  of  Bilaterial  Trading 

The  authorities  in  underdeveloped  countries  responsible  for 
export  trade  are  genrally  aware  that  it  is  actually  rather  unsatis¬ 
factory  to  conduct  foreign  trade  by  means  of  bilateral  contracts. 

Most  underdeveloped  nations,  therefore,  look  upon  bilateral  trans¬ 
actions  as  a  temporary  solution  which  must  be  followed  as  long  as 
the  world-market  situation  or  the  foreign-exchange  situation  forces 
them  to  a  temporary  solution.  Bilateral  agreements  are  really  not 
restricted  to  trade  relations  with  the  Communist  bloc;  they  are 
also  made  with  other  countries,  e.g. ,  Israel  and  Japan.  It  is, 
therefore,  superfluous  to  emphasize  that  the  readiness  of  underde¬ 
veloped  areas  to  conclude  bilateral  transactions  implies  an  accept¬ 
ance  of  the  economic  policies  or  the  political  principles  of  the  Com¬ 
munist  bloc. 

The  underdeveloped  nations  have  quickly  grasped  that  while 
bilateral  and  long-tem  agreements  are  accompanied  by  certain  ad¬ 
vantages,  there  are  also  considerable  disadvantages  connected  with 
this  mode  of  trading.  According  to  experience,  bilateral  commerce 
between  the  Communist  bloc  and  the  underdeveloped  areas  has  engen¬ 
dered  few  complications  if  such  commerce  is  restricted  to  the  ex¬ 
change  of  a  few  goods.  This,  for  example,  was  the  case  with  the  trade 
agreement  between  Communist  China  and  Ceylon' ,  which  pertained  to 
the  exchange  of  Ceylon  rubber  against  Chinese  rice.  But  even  here, 
considerable  difficvilties  and  disappointments  arose,  particularly 
with  respect  to  prices;  Ceylon  was  also  dissatisfied  with  the  slow 
payment  of  trade  debts  by  China,  the  debts  having  occurred  during 
the  exchange  activities.  Bilateral  trade  relations  become  consider¬ 
ately  more  complicated  when  an  underdeveloped  country  —  as  was  the 


case  of  the  agreanent  between  Burma  and  the  USSR  —  exports  in 
essence  only  one  product  (rice)  to  the  Communist  country  while  it 
wants  to  import  from  that  country  a  variety  of  goods  in  exchange. 

The  Burmese  trade  delegations  found  several  times  while  in  Moscow 
that  a  part  of  the  intended  purchases  could  not  be  made  at  all, 
either  because  the  particular  products  could  not  be  delivered  or 
because  their  prices  were  too  high  in  comparison  to  world-market 
prices.  Thus,  the  Burmese  were  often  forced  to  buy  products  which 
were  not  on  the  original  list  of  purchases.  In  addition,  it  was 
found  by  Burma  after  conclusion  of  the  first  transaction  that  prices 
were  often  10-15)^  higher  than  those  quoted  by  the  Western  countries 
(the  problem  of  price  calculations  will  be  considered  in  greater 
details  below). 

The  underdeveloped  countries  perceive  as  a  particular  disad¬ 
vantage  also  the  fact  that  in  trading  with  the  Soviet  Union  it  is 
not  possible  to  use  the  balance  of  an  account  for  purchasing  desired 
goods  from  Czechoslovakia.  Despite  all  efforts  by  the  relevant  autho¬ 
rities  in  the  Ccsnmunist  counti'ies  and  despite  the  founding  of  CEMA, 
it  has  not  been  possible  to  organize  multilateral  payment  transactions 
within  the  Communist  bloc.  For  exaiiiple,  an  underdeveloped  countrj'" 
possessing  an  account  with,  the  State  Bank  in  Moscow  cannot,  in  ge¬ 
neral,  use  this  account  for  purchases  in  Poland  or  some  other*. Com¬ 
munist  country.  This  is  particularly  serious  because  it  is  often 
impossible  to  purchase  desired  goods  at  a  justifiable  price  in  the 
Communist  country  _^where  one  happens  to  possess  an  account. 

The  inability  of  the  Communist  bloc,  furthermore,  to  keep 
its  purchasing  obligations  Trri.thout  re-exporting  these  goods  into 
Western  countries,  thus  further  restricting  the  market  for  the 
underdeveloped  countries,  is  perceived  as  a  serious  drawback  of  trade 
with  the  Ccmmunist  bloc.  However,  this  applies  only  to  those  under¬ 
developed  countries  which  export  raw  materials,  for  which  there  is 
only  a  temporary  or  restricted  market  within  the  Communist  bloc,  e.g., 
cotton  and  rice.  But  it  must  not  be  overlooked  that  the  Communist 
bloc  has  today  already  a  large  demand  capable  of  further  growth  for 
certain  raw  materials  exported  by  underdeveloped  areas,  e.g.,  for 
rubber  and  coconut  products. 


Lack  of  Continuity 

1  number  of  underdeveloped  countries  have  had  the  expe¬ 
rience  in  recent  years  that  was  previously  had  by  the  Western  coun¬ 
tries  in  trading  with  the  Communist  bloc;  the  absence  of  any  con¬ 
tinuity  in  the  turnover  of  goods.  The  statistics  of  Soviet  foreign 
trade  in  particular  reveal  almost  erratic  jumps  in  imports  and  ex¬ 
ports  with  underdeveloped  areas.  Similarly,  this  lack  of  continuity 
in  exchange  of  goods  with  the  Communist  bloc  is  evident  in,  for 
example,  the  Cuban  export  figures  to  the  USSR  or  in  the  exports 
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and  iiaports  of  Latin  American  countries,  as  well  as  in  the  export 
figures  of  some  Southern  IJuropean  and  South  Asian  underdeveloped 
countries.  These  e^eriences  are  in  contradiction  to  the  propaganda 
themes  of  the  Communist  bloc  that  —  in  contrast  to  the  Western  indu¬ 
strial  nations  —  only  the  Ccsnmunist  bloc  is  in  a  position  to 
conduct  long-term  and  permanent  trading  with  underdeveloped  areas. 
Vfestern  publications  concerning  the  trade  of  the  Communist  bloc  do 
not  sufficiently  eiiiphasize  that,  although  the  Communist  bloc  con¬ 
cludes  spectacular  trade  agreements  of  a  long-term  nature  with  un¬ 
derdeveloped  areas,  the  exchange  volume  mentioned  in  the  agreanents 
is  achieved  only  in  the  rarest  instances.  A  comparison  of  the  for¬ 
eign-trade  statistics  of  the  Western  industrial  nations  and  those 
of  the  Communist  bloc  shows  that  the  exchange  of  goods  between  under¬ 
developed  countries  and  the  Western  nations  takes  place  with  far 
greater  continuity  than  trade  id-th  the  Communist  bloc.  The  commercial 
contracts,  aside  from  a  few  exceptions,  signed  between  the  Commu¬ 
nist  bloc  and  underdeveloped,  coimtries  represent  largely  ideal  con¬ 
tracts.  The  limits  of  these  contracts  are  set  by  the  Communist 
countries  as  i^ell  as  by  the  relevant  authorities  in  the  underde¬ 
veloped  countries  in  such  a  manner  that  a  realization  of  the  reported 
volume  of  exchange  is  impossible  even  if  the  most  favorable  condi¬ 
tions  prevailed.  This  became  clarly  evident  during  the  first  trade 
negotiations  between  Egypt  and  the  USSR,  and  also  during  negotiations 
with  Burma,  which  was  promised  purchases  of  a  total  of  750,000  tons 
of  rice  yearly,  even  though  the  most  favorable  year  of  the  contract 
only  saw  one  half  of  the  amount  of  promised  purchases.  In  addition, 
the  balance  of  payments  of  Burmese  Communist-bloc  trade  showed  by  the 
end  of  1956  a  credit  of  several  million  dollars  with  the  Communist 
bloc  in  favor  of  Burma.  Argentina  experienced  a  similar  state  of 
affairs  when,  after  concluding  very  optimistic  trade  agreements 
with  Communist  countries,  it  found  itself  during  1957  with  large 
credit  accounts  in  Communist  countries  which  then  had  to  be  removed 
at  considerable  discounts. 


Unfavorable  Price  Policies 


The  underdeveloped  countries  also  perceive  more  and  more  as 
a  great  (and  at  the  same  time  confusing)  handicap  the  price  poli¬ 
cies  obtaining  within  the  framework  of  trade  with  the  Communist  bloc. 
The  experiences  I'd.th  price  policies  are  very  similar  to  those  made 
with  the  determination  of  the  trading  volume.  The  contracts  reflect 
generally  only  very  vague  discussions  regarding  prices.  In  general, 
the  formula  is  that  world  market  prices  are  to  be  taken  as  the  cri¬ 
terion.  In  negotiating  the  special  contracts  concerning  the  pur¬ 
chase  of  a  single  class  of  goods ,  the  representatives  of  the  Commiii- 
nist  bloc  do  not  show  Idiemselves  at  all  more  generous  than  the  repre¬ 
sentatives  of  VJestern  firms.  On  the  contrary,  the  price  negotiations 


with  the  Caamunist  bloc  are  beset  by  far  greater  difficulties  than 
corresponding  negotiations  with  Estern  sellers  and  purchasers  since 
the  price  policies  and  the  cost  structure,  as  well  as  the  profit 
calculations,  of  Coimnunist  countries  are  completely  opaque.  The  Com¬ 
munist  countries  do  not  only  vary  their  prices  constantly  according 
to  the  goals  they  wish  to  achieve  with  their  actions,  but  also  often 
request  new  negotiations  to  change  a  price  that  had  been  agreed 
upon  only  a  few  months  ago.  As  the  practice  followed  in  price  nego¬ 
tiations  with  various  underdeveloped  countries  has  shown,  the  Com¬ 
munist  countries  are  in  principle  not  prepared  to  make  long-term 
price  agreements. 

Such  experiences  were  had  by  the  authorities  in  Egypt  which, 
during  the  negotiations  of  the  special  contracts  within  the  frame¬ 
work  of  the  175  million  dollar  credit  of  the  USSR  to  Egypt,  were 
suddenly  confronted  with  the  fact  that  the  Soviet  representatives 
either  named  inflated  prices  forth©  equipment  to  be  delivered  by  the 
USSR  or  offered  reduced  prices  forthe  Egyptian  goods.  This  practice 
led  the  Egyptian  authorities  during  the  negotiation  of  special  con¬ 
tracts  to  stipulate  fixed  prices  from  the  very  beginning.  Similar 
experiences  were  had  by  some  Southeast  Asian  countries  in  price  ne¬ 
gotiations  with  Red  China.  Red  China,  for  example,  offered  Malaya 
rice  and  cement  originally  at  very  low  prices  only  to  increase  these 
prices  gradually  during  subsequent  negotiations.  The  Chinese  repre- 
senta.tives  also  showed  thmselves  very  stubborn  in  trade  talks  with 
Ceylon;  accordjjig  to  world-market  prices  prevailing  at  that  time, 
Ceylon  had  to  pay  a  relatively  high  price  for  rice  from  China  and 
receive  arelatively  low  price  for  its  own  rubber.  It  is  believed  in 
Indonesia  also  that  Red  China  often  delays  the  shipment  of  Chinese 
goods  when  prices  are  expected  to  rise  on  the  world  market  so  that 
Indonesia  had  to  accept  higher  prices  when  the  goods  finally  ar¬ 
rived.  These  methods  of  the  Chinese  foreign- trade  agencies  may  be 
observed  particularly  in  Hongkong,  where  Red  China  enjoys  a  practi¬ 
cal  monopoly  on  the  delivery  of  hogs  and  poultry  and  always  tries 
to  gain  additional  profits  by  delaying  shipaents. 

It  is  always  extraordinarily  difficult  to  obtain  information 
regarding  prices  in  conversations  with  the  authorities  in  underde¬ 
veloped  countries.  Apparently,  the  responsible  official  try  to  avoid 
creating  the  impression  in  the  public  mind  that  unfavorable  prices 
must  often  be  borne  in  order  to  save  their  own  prestige.  On  the 
other  hand,  it  is  also  not  possible  to  study  the  fixing  of  prices 
on  the  basis  of  information  released  by  the  Communist  countries.  A 
recently  published  investigation  (von  Gajzago,  0. "Soviet  Foreign 
Trade  with  Underdeveloped  Areas,"  Viertel.iahreshefte  zur  Wirtschafts- 
fo^ung,  Berlin,  1959,  4,  p.  435  ff)  cautiosjly  concludes  that 
among  Soviet  imports  from  underdeveloped  areas  in, almost  all  years 
those  classes  of  goods  predominate  T-diose  import  price  lies  below  the 
imporu  price  of  the  same  class  of  goods  from  other  than  underdeve- 
Iped  countries,  i.e.,  the  USSR  paid  the  underdeveloped  cotintries  less 


for  these  floods  than  it  paid  other  countries.  In  the  same  report 
it  is  mentioned  that  the  USSR  delivered  cement  and  window  glass  to 
underdeveloped  areas  at  higher  prices  than  it  charged  other  coun- 
tries.  To  explain  these  occurrences,  it  is  mentioned  that  cement  anc 
mndow  glass  constitue  goods  which  are  used  prisiarily  for  Soviet 
construction  projects  in  underdeveloped  areas.  It  appears  that  the 
snectacular  credit  offers  of  the  Soviets  to  the  underdeveloped 
countries  are  at  least  partially  received  at  the  expense  of  higher 
prices  for  Soviet  shipments* 


Efforts  of  Communist  Bloc  for  a  Satisfactory;._Sola^pn 

It  is  characteristic  of  the  newer  developments  in  the  trade 
relations  between  the  Commxmist  bloc  and  underdeveloped  countries 
that  the  previously  frequent  complaints  on  part  of  the  underdeveloped 
nations  have  became  fewer  and  fewer.  Only  a  few  years  ago,  one 
could  repeatedly  hear  cauplaints  regarding  the  inferior  quality  of 
certain  products,  e.g.,  electrical  equipment,  bulling  materials, 
etc.  It  used  to  be  especially  noted  for  certain  technical  products 
that  they  were  not  sufficiently  adapted  to  local  requirements.  Com¬ 
plaints  were  also  heard  about  the  unreliable  and  tardy  shipment  o 
spare  parts,  and  about  the  unwillingness  of  the  Communist  coun- 
tries  to  employ  native  businessmen  as  agents  and  to  allow  them  such 
privileges  and  discretions  as  are  absolutely  necessarjr  --  as  these 
a'=-ents  xvere  accustomed  to  enjoy  from  their  relations  with  VJestern 
firms.  The  delays  in  shipments  also  often  occupied 
in  these  criticisms.  Such  delays  usually  originated  with  the  load- 
inc-  of  the  goods,  since  the  Communist  bloc  still  suffered  at  that 
time  from  a  considerable  lack  of  shipping  space.  It  was,  therefore, 
frequently  necessary  to  transship  goods  at  West  European  ports, 
which  led  to  additional  delays.  In  recent  years,  hoover,  all  these 
Complaints  have  become  considerably  less  frequent.  The  Communist 
countries  have  quite  clearly  made  an  effort  to  remove  these  drax^- 
backs  and  to  develop  an  apparatus  with  respect  to  services  that  can 
compete  with  corresponding  facilities  in  the  Western  industrial 

The  Communist  countries  have  also  made  strong  efforts  in 
other  areas  to  remove  the  causes  of  disappointments  which  many^ 
underdeveloped  countries  had  to  accept  in  more  recent  years.  Thus, 
it  may  be  expected  that  the  Communist  bloc  will  before  long  find  a 
solution  which  will  enable  underdeveloped  countries  to  use  "their 
available  credits  in  one  Communist  country  for  purchases  in  another. 
In  special  cases,  this  was  made  possible  already  during  1959.  The 
Communist  bloc  now  also  appears  to  meet  its  obligations  toward 
the  xinderdeveloped  countries  with  respect  to  the  consxxmption  o 
Imports,  leading  to  a  gradual  decline  of  Communist  re-exports. _  In 
addition,  it  seems  to  have  been  recognized  in  Communist  coxm tries 
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that  such  errors  may  sharply  restrict  the  propagandistic ,  politi¬ 
cal  and.  economic  value  of  the  whole  Communist .aid  program  vis-a-vis 
certain  underdeveloped  countries.  A  critique  of  Communist  trade 
with  underdeveloped  areas  should,  therefore,  not  over- look  that  the 
relevant  authorities  in  Communist  countries  had  very  little  experience 
with  foreign  trade  and  that  such  experiences  are  carefully  evaula- 
ted  as  soon  as  they  become  available. 


Financial  Aid 

As  mentioned  previously,  a  comparison  of  the  financial  aid 
of  the  Communist  bloc  with  US  foreign  aid  is  not  possible  since 
the  greatest  part  of  US  foreign  aid  consists  of  gifts.  Vathin  the 
framework  of  Communist  financial  aid,  gifts  have  been  made  only  in 
special  cases  and  then  only  in  ins3.enif leant  amounts.  Thus,  the  USSR 
made  a  present  in  195^^  of  its  exliibition  pavillion  valued  at  one 
million  dollars  to  the  Indonesian  government.  Pakistan  received 
gratis  20,000  tons  of  vdieat  and  rice  after  a  catastrophic  flood  in 
East  Pakistan.  Receipts  from  a  performance  of  Soviet  artists  in 
Thailand  were  given  to  the  Thai  government.  Afghanistan  received 
in  1955  a  gift  of  I5  autobuses  and  the  equipment  for  a  100-bed 
hospital  from  the  Soviets.  In  1956»  the  Soviet  Union  presented 
India  v.lth  equipment  for  a  large  agricultural  station  valued  at  1.5 
million  dollars,  giving  an  additional  $230,000  for  the  same  purpose 
in  i960.  In  addition,  Buma:,.  India  and  Sthipia  each  received  a  twin- 
engine  transport  plane  from  the  USSR.  Cambodia  and  Ethiopia  were 
promised  the  construction  of  a  hospital  and  a  school  respectively; 
Afghanistan  received  gratis  40,000  tons  and  Yemen  10,000  tons  of 
grain.  The  total  value  of  these  gifts  amounts  to  hardly  more  than 
about  20  million  dollars. 

An  exception  is  made  only  by  Red  China  which  has,  at  least 
formally,  promised  more  than  half  of  its  financial  aid  in  the  form 
of  gifts.  Thus,  in  1956  Red  China  and  Cambodia  signed  an  agreanent 
whereby  China  obligated  itself  over  the  following  few  years  to  ship 
goods  to  Canbodia  in  the  amount  of  800  million  riels  (about  22.4' 
million  dollars),  which  will  be  sold  by  the  government  and  receipts 
deposted  in  an  account  from  which  development  projects  are  to  be 
financed  (the  government  of  Cambodia  has  incidentally  also  infomed 
the  USSR  that  it  is  only  interested  in  economic  aid  in  the  form  of 
gifts).  According  to  the  best  estimates,  China  had  shipped  about 
4-0/i  of  the  promised  goods  to  Cambodia  by  the  end  of  1959.  A  similar 
agreement  was  made  in  1956  with  Nepal,  which  promised  a  Chinese 
gift  of  20  million  riels  in  cash  and  40  million  riels  in  the  form  of 
goods  (a  total  of  about  12.6  million  dollars).  At  the  end  of  1959, 
a  total  of  40'^  of  these  gifts  had  actually  been  made.  In  i960. 

Red  China  made  another  gift  of  20  million  dollars  to  Nepal.  In 
connection  with  the  Suez  crisis,  Red  China  also  made  a  gift  of 
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4.6  million  dollars  to  Egypt,  but  in  this  case  it  is  not  clear  whe¬ 
ther  the  araount  was  not  actually  paid  to  remove  trade  debts.  In 
1957,  China  made  a  gift  of  75  million  riels  (about  16  million  dollars) 
to  Ceylon  for  the  improvement  of  Ceylonese  rubber  plantations.  Where¬ 
as  the  gifts  to  Cambodia  and  Nepal  were  obviously  made  for  political 
reasons,  without  any  special  conditions,  the  gift  to  Ceylon  carried 
with  it  the  stipulation  that  the  Ceylonese  government  take  care  to 
ensure  free  entry  of  Chinese  goods  to  Ceylonese  markets. 

•nhe  Soviet  arg-ument  that  gifts  are  not  in  the  best  interests 
of  the  underdeveloped  nations  is  undoubtedly  only  propaganda.  The 
Soviet  decision  to  give  only  credits  to  underdeveloped  countries  as 
a  matter  of  principle  rests  obviously  on  cold  economic  considerations. 
An  aid  program  consisting  of  gifts  would  presumably,  under  present 
conditions,  constitute  a  burden  for. ..the  economy  of  the  Soviet  Union 
and  Es-stern  Europe.  No  matter  how  favorable  the  interest  and  re¬ 
payment  conditions  of  Communist  loans  may  be,  the  Communist  bloc 
receives  in  every  case  a  counter-vdlud  in  the  form  of  interest  and 
araortization*  If  all  the  loans  promised  by  the  Communist  bloc  had 
already  been  made,  repayments  would  run  to  200  million  dollars, 
yearly. 

/.  further  reason  for  this  Soviet  policy  must  be  sought  in  the 
fact  that  the  financial  aid  of  the  Soviet  Union  to  the  other  Com¬ 
munist  countries  in  principle  does  not  rest  on  gifts  and  that  a  more 
favorable  arrangement  toward  the  underdeveloped  countries  would  ne- 
cessarlljr  be  perceived  as  disci-imination  in  Eastern  Europe  and  Red 
China.  The  restriction  of  foreign  aid  by  the  Communist  bloc  to  loans 
ensures  furthermore  that  the  extent  of  credit  applications  to  the 
Communist  bloc  remains  Xirithin  the  limits  of  Communist  capabilities. 

A  loan  for  a  period  of  10-15  years  entails  repayment  obligations 
which  can  be  precisely  calculated.  In  accordance  with  the  prevail¬ 
ing  econcmic  conditions  in  the  underdeveloped  countries,  these  repay¬ 
ment.  obligations  must. iremain  within  certain  limits.  Such  an  urge 
for  restraint  in  the  seeking  of  economic  aid  does  naturally  not  exist 
when  one  can  receive  gifts.  According  to  Soviet  thinlcing,  gifts 
are  also  fundamentally  unsuitable  for  forming  long-term  economic  re¬ 
lations.  In  making  gifts,  the  economic  relations  attendant  there¬ 
upon  are  practicallj'"  completed  with  the  delivery  of  the  goods  com¬ 
prising  the  gift,  while  in  the  case  of  loans  economic  relations 
continue  to  exist  over  the  entire  time  span  of  repayment.  And  it  is 
the  goal  of  the  aid  programs  of  the  Communist  bloc  to  obtain  possi¬ 
bilities  for  a  permanent  position  of  influence  on  the  underdeveloped 
countries. 


Conditions  of  Communist  Bloc  Loans 

The  legal  basis  of  the  loans  made  by  the  Communist  bloc  is 
either  an  independent  credit  agreement,  e.g.,  the  credit  agreement 
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between  the  USSR  and  /.fghanistan  and  Indonesia,  or  the  relevant 
clauses  in  the  agreement dDOut  economic  and  technical  assistance,  e. 
g.,  the  agreement  between  the  USSR  with  Sj^ria,  Ugypt,  India  and 
Ceylong.  With  respect  to  the  use  of  the  loans,  the  agreements 
usually  contain  the  following  stipulations:  the  credit  must  be  used 
as  payment  for  machines,  equipment  and  building  materials  shipped 
by  the  Camnunist  bloc  and  for  payment  of  the  technical  planning  ne¬ 
cessary  for  a  given  project,  etc.  In  most  cases,  it  is  also  stipu¬ 
lated  that  the  costs  of  sending  specialists  or  of  training  oer- 

underdeveloped  country  be  paid  from  the  loan  granted. 
If  the  payment  of  specialists  or  the  training  of  local  personnel  is 
not  stipulated  in  the  credit  agreement,  these  costs  must,  as  a  rule, 
be  paid  from  funds  designated  for  this  purpose  within  the  over— all 
trade  agreement,  i.e.,  through  shipments  of  the  underdeveloped 
country. 

Aside  from  the  principal  of  the  loan,  which  is  specified 
either  in  the  currency  of  the  underdeveloped  country  or  in  the  currency 
of  the  Communist  country  making  the  loan,  the  credit  agreement  also 
specifies  the  value  of  the  principal  sum  in  gold  and  the  currency 
in  which  repayment  of  the  loan  is  to  be  made.  The  Communist  bloc 
secures  itself  in  this  manner  against  devaluation.  All  credit  a^^ree- 
ment  contain  such  a  gold  clause. 

The  'majority  of  the  loans  granted  by  the  Soviet  Union  are 
made  at  an  interest  rate  of  2.5p.  This  low  interest  rate  in  parti¬ 
cular  is  one  of  the  most  important  arg-uments  in  Soviet  propaganda. 

But  it  is  often  overlooked  that  the  East  E?uropean  countries  espe¬ 
cially  often  have  asked  for  a  higher  rate  of  interest.  Thus,  agree¬ 
ments  between  Czechoslovakia  and  Syria  and  betxreen  East  Germany ’and 
Syria  s^cify  rates  of  interest  of  3-4^.  In  the  agreement  between 
Czechoslovalcia  and  Argentina  concerning  the  shipment  of  tractors, 
the  rate  of  interest  smiounted  to  Nevertheless,  the  fact  remains 
that  the  loans  of  the  Coiroiinnist  bloc  are  made  at  more  favorable  in- 
terest  ^ates  than,  for  example,  the  loans  of  the  Export- Import  Bank, 
the  ivorld  Banl<  or  the  West  Geman  private  loans  which  are  secured 
by  Hermes  (insurance)  guarantees. 

.  In  an  evaluation  of  the  interest  policies  of  the  Communist 
bloc  it  must  also  be  considered  that  an  interest  rate  of  Z.^fo  is 
still_  considerably  more  favorable  for  the  Communist  bloc  than  the 
granting  of  gifts.  This  interest  rate  is  used  by  the  USSR  not  only 
with  underdeveloped  countries.  The  loans  made  by  the  USSR  to  other 
Communist  countries  during  the  post-war  period  were  also  made  at  an 
interest  rate  of  2,5^/-'.  It  must  further  be  recognized  that  there 
is  no  basis  for  a  simple  comparison  of  the  interest  rates  of  the 
Comunist  bloc  and  those  of  the  Western  Industrial  nations.  Deci¬ 
sive  for  the  real  rate  of  interest  are  the  prices  set  for  the  de¬ 
liveries  from  the  Communist  bloc  and  the  shipments  of  the  underde- 
ploped  countries.  But  it  is  especially  here  that  no  reliable  in- 
formation  can  be  obtained.  Ju±  as  it  is  possible  to  set  a  somewhat 


higher  price  for  the  shipments  made  within  the  credit  agreement  by 
the  Corauunist  bloc  in  favor  of  a  lower  rate  of  interest,  so  it  vjould 
be  theoretically  possible  to  calculate  an  apparently  lower  rate  of 
interest  on  shipments  from  the  Western  industrial  nations  while  at 
the  same  time  raising  the  prices  for  the  installations  to  be  de¬ 
livered.  VJhile  it  is  relatively  easy  to  gain  a  clear  picture  of 
price  conditions  and  interest  levels  in  the  Western  countries  as 
these  apply  to  underdeveloped  areas,  there  is  no  basis  whatever  for 
making  similar  calculations  for  the  Communist  bloc.  Thus,  it  is 
quite  possible  that  the  low  rate  of  interest  on  Coiiiraunist  loans  is 
only  apparent  and  that  it  is  compensated  for  by  the  setting  of 
prices  for  the  goods  shipped  to  and  from  underdeveloped  areas;  per¬ 
haps  there  is  even  overcompensation  here.  Such  reasoning  is  also 
heard  more  and  more  frequently  in  underdeveloped  countries. 

A  time  interval  of  12  years  with  equal  yearly  rates  is  usually 
set  for  repayment,  especially  of  large  Soviet  loans;  this  time  in¬ 
terval  being  f j.gured  from  the,  year  in  which  the  loan  is  first  used. 

The  dates  for  the  application  of  the  loan  are  as  follows:  for  the 
payment  of  installations  and  equipment,  the  date  of  the  bill  of  lading; 
for  services  rendered  in  planning  the  project,  the  date  of  the  invoice. 
Interest  is  calculated  from  the  date  the  particular  loan  is  taken 
up,  the  interest  chajrges  usually  being  paid  during  the  first  quarter 
of  the  second  y'^ear  after  taking  up  the  loan.  The  propaganda  of  the 
Communists  vjith  respect  to  repayment  conditions  is  usualHy  restricted 
to  those  contracts  which  have  a  repayment  interval  of  12  years  or 
more  (even  more  favorable  conditions  are  contained  in  the  agreement 
between  the  USSR  and  Afghanistan  idiich  stipulates  repayment  within 
22  s^'ears,  beginning  8  years  after  receipt  of  the  loan).  Western  re¬ 
ports  also  often  overlook  that  there  are  several  credit  agreements 
made  by  the  Coinmunist  bloc  which  stipulate  shorter  repayraent  inter¬ 
vals.  Thus,  it  says  in  the  agreement  with  Argentina  (cf.  Vedomosti 
Verkhovnogo  Soveta  SSSR.  Moscow,  Vol  22,  No  20,  1959*  pp.  326-329/ 
that  the  100-million  dollar  loan  is  to  be  repaid  within  ten  years, 
beginning  3  years  after  delivery^  of  the  various  items  and  idthin 
seven  years  in  seven  yearly  installments.  While  a  period  of  12  years 
is  still  considerably  less  than  the  time  granted  for  loans  made  by 
the  World  Bank,  the  repayment  periods  of  many  East  European  credits 
correspond  to  the  conditions  of  Western  private  credits.  In  most 
of  the  credit  agreements  of  the  East  European  countries  with  under¬ 
developed  nations  a  repayment  term  of  only  4-8  years  is  stipulated. 

The  generally  stated  opinion  that  a  decided  advantage  of 
the  conditions  of  Communist  bloc  loans  consist  in  the  condition  that 
repaymient  can  be  made  in  raw  materials  or  in  the  currency  of  the 
country  receiving  the  loan  (see  Note)  is  false  when  stated  in  such 
generalized  terms.  The  repayment  of  the  loans  through  products  of 
the  country,  which  is  often  particularly  attractive  to  Tinderdeve- 
loped  countries  in  view  of  present  world-market  conditions,  is  always 
sated  most  prominently  in  the  contracts,  but  all  contracts  also  carry 
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various  other  means  of  repayment.  The  stipulations  concerning  re¬ 
payment  in  raw  materials  or  in  the  currency  of  the  underdeveloped 
country  mean  in  practice  that  the  yearly  interest  and  amortization 
payments  are  made  to  the  account  of  the  Communist  country  granting 
the  loan  with  the  local  central  bank.  The  amounts  thus  accumulated 
can  be  used  by  the  Communist  country  for  purchases  of  local  products 
but  also  for  payment  of  expenses  which  may  arise,  for  example,  in 
connection  with  maintaining  diplomatic  representation.  But  when  no 
satisfactory  agreement  concerning  repayment  can  be  reached  in  this 
manner,  repayments  almost  always  become  due  in  convertible  currency. 
Thus,  for  example,  it  says  in  the  agreaient  with  Syria  that  amorti¬ 
zation  and  interest  are  to  be  paid  either  in  Syrian  goods  to  the 
Soviet  Union  or  through  a  special  agreement  between  the  Soviet  State 
Bank  and  the  Syrian  Central  Bank  in  freely  convertible  foreign  ex¬ 
change.  The  corresponding  stipulation  in  Article  6  of  the  agree¬ 
ment  with  Ceylon  reads  that  the  repayment  of  the  principal  and  inter 
est  on  the  loan  must  be  made  into  a  pound-sterling  account  which  the 
Central  Banlc  of  Ceylon  opens  in  favor  of  the’  State  Bank  USSR.  The 
amounts  which  are  paid  into  this  account  may  be  used  by  the  Soviet 
agency  for  purchasing  Ceylonese  goods  according  to  the  conditions 
of  the  Soviet-Ceylonese  trade  and  payment  agreement,  but  they  also 
can  be  exchanged  into  pound  sterling  or  into  another  convertible 
currency.  Article  3  of  the  agreement  between  the  USSR  and  Argen¬ 
tina  stipulates  that  the  two  parties  open  US-dollar  accounts  for 
all  transactions.  The  East  European  countries  apply  stricter  stan¬ 
dards  than  the  USSR.  Thus,  the  agreement  between  Syria  and  Czechos¬ 
lovakia  dated  16  March  1957  calls  for  a  15-million  dollar  loan  at 
yi>  interest  with  repayment  23^  in  Syrian  currency  and  77^  in  pound 
sterling. 

([Note:]  At  times  repayment  also  is  stipulated  in  those 
products  which  will  be  produced  in  the  installations  financed  by  the 
loan,  c.g.,  a -part  of  the  production  of  the  Indian  Bhilai  Steel 
Works  is  to  be  used  as  repayment  by  shipping  it  to  the  USSR.) 

It  was  noted  already  in  the  analysis  of  Communist  trade  with 
underdeveloped  areas  that  the  Communist  bloc  is  not  prepared  to 
make  long-term  agreements  with  respect  to  the  price  and  quantity  of 
the  raw  materials  it  might  take.  The  conditions  of  the  credit  agree 
ments  similarly  stipulate  that  prices  and  quantities  of  shipments 
which  are  made  within  the  framework  of  repayment  must  constantly  be 
kept  under  review.  Thus,  the  agreaaent  between  the  USSR  and  Ceylon 
contains  the  clause  that  in  the  repayment  of  the  loan  and  interest 
charges  in  the  form  of  Ceylonese  goods,  Soviet  and  Ceylonese  organi¬ 
zations  are  to  set  three  months  before  the  beginning  of  the  year 
in  which  repayments  and  interest  charges  become  due  in  advance  for 
each  calendar  year  the  kind  and  price  of  the  goods  based  on  world- 
market  prices,  as  well  as  the  quantities  and  shipment  dates.  This 
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condition  clearly  shows  that  the  Communist  bloc  is  not  willing  to  com¬ 
mit  itself  for  more  than  one  year.  Thus  the  Communist  bloc  reserves 
the  possibility  of  adjusting  the  repayment  obligations  of  the  under¬ 
developed  countries  each  year  according  to  the  prevailing  economic 
and  political  situation. 

The  fact  that  repayment  conditions  mention  the  shipnent  of 
native  goods  first  and  payment  in  convertible  currency  only  in  second 
place  should  not  be  overemphasized  also  for  other  reasons.  Even  the 
repayment  of  loans  to  ViTestern  private  firms  denotes  in  the  final  ana¬ 
lysis  nothing  but  shipment  of  native  products  (and  important  Western 
firms  have  also  in  recent  years  accepted  pa3ment  for  their  shipments 
in  local  currency  and  distributed  the  export  products  purchased  for 
these  funds  through  subsidiary  companies) .  Convertible  currencies 
can  in  the  final  analysis  also  only  be  obtained  through  exports.  On 
the  other  hand,  repayments  in  native  products  are  equal  in  some  cases, 
for  example  India,  to  repayment  in  foreign  currencies,  unless  the 
instalment  amounts  are  used  for  the  |3Ur chase  of  such  products  which 
India  does  not  normally  export.  The  situation  is  different,  of  course, 
when  there  are  difficulties  in  disposing  of  goods,  as  was  the  case 
with  Egyptian  cotton.  But  even  then  the  underdeveloped  country  is  not 
helped  with  this  mode  of  repayment  if  the  shipients  are  re-exported 
to  Western  countries.  The  export  economy  of  the  particular  co\intry 
may  also  be  endangered  through  repayment  in  native  products  if  sud¬ 
den  purchases  from  the  accumulated  repayment  funds  raise  the  prices 
of  the  export  product  thus  creating  difficulties  for  the  sale  of 
these  products  on  the  world  markets. 

Finally,  it  must  be  noted  that  the  underdeveloped  countries 
do  not  receive  convertible  currencies  in  active  trading  with  the 
Communist  bloc,  but  credit  accounts  within  the  Ccsnmunist  bloc  which 
can  be  used  for  limited  purchases  only.  The  history  of  the  relations 
between  the  Communist  bloc  and  the  underdeveloped  areas  has  shown  again 
and  again  that  those  underdeveloped  countries  which  are  closely 
allied  with  the  Commxmist  bloc  often  possess  higher  credit  accounts 
in  the  Communist  countries  than  the  entire  financial  assistance  re¬ 
ceived  by  these  countries  frcan  the  USSR.  For  all  these  reasons,  the 
advantages  of  the  repayment  conditions  for  Communist  loans  should  not 
be  portrayed  as  being  more  favorable  to  the  underdeveloped  areas 
than  the  conditions  surrounding  the  credits  given  by  private  indu¬ 
stry,  in  the  West,  at  least  not  without  the  necessary  qualifications. 

It  must  also  be  mentioned  in  this  connection  that  many  loans  granted 
by  the  US  government  also  allow  repayment  in  local  currencies 
(e.g,,  those  loans  which  are  made  under  the  program  for  the  sale 
of  American  surplus  goods).  In  addition,  the  greatest  part  of  the 
repayment  value  in  these  cases  is  turned  into  a  gift  for  the  under¬ 
developed  country  or  offered  as  a  long-term  loan. 
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Reasons  for  Overrating  Communist  Financial  Aid 

Erroneous  estimates  of  Communist  financial  aid  have  been 
repeatedly  made  in  recent  years.  Such  erroneous  estimates  which  are 
primarily  published  in  the  press  of  the  Western  countries  and  of 
underdeveloped  areas  are  extremely  useful  for  Soviet  propaganda  since 
they  create  the  impression  that  the  foreign  aid  of  the  Communist 
bloc  is  larger  than  it  is  in  reality.  The  main  reason  for  such  erro¬ 
neous  judgments  may  be  sought  in  the  obscurity  of  Soviet  methods  in 
the  granting  of  loans.  It  cannot  be  emphasized  often  enough  that 
a  distinction  must  be  made  between  credit  agreements  which  only  re¬ 
present,  a  framework  or  ideal  agreement  and  the  specific  contracts  which 
are  concluded  within  the  framework  of  the  credit  agreement.  All  \- 
credit  agreements  or  all  credit  discusdons  held  within  the  framework 
of  negotiations  on  economic  and  technical  aid  contain  stipulations 
whereby  a  special  contract  must  be  negotiated  for  each  individual 
shipment  and  for  each  action  taken  within  the  framework  of  the 
credit  agreement.  Thus  Article  10  of  the  agreement  xd.th  Syria  reads; 

"The  execution  of  studies,  investigations  and  projects, 
the  shipment  of  equipnent  and  machines,  the  sending  of 
Soviet  specialists  to  Syria,  as  well  as  services  ren¬ 
dered  by  the  Soviet  Union  under  the  present  agreement 
are  subject  to  the  conclusion  of  individual  contracts 
between  the  Soviet  agency  and  the  Syrian  authorities 
so  empowered  by  their  government.  The  contracts  sti¬ 
pulate  in  detail  volumes,  delivery  dates,  prices, 
guarantees  and  special  conditions  concerning  the 
execution  of  studies,  investigations,  and  planning 
of  projects,  as  well  as  the  shipment  of  installations 
and  machines  and  for  services  rendered  under  the 
agreement.  The  prices  of  goods  are  to  be  set  on 
the  basis  of  world-market  prices." 

These  contractual  regulations  often  lead  to  great  confusion 
in  the  reporting  of  press  and  radio.  One  must  realize  here  that 
the  USSR  or  another  Communist  countiy  generally  first  of  all  make 
an  offer  for  economic  aid  which,  after  being  agreed  to  in  prin¬ 
ciple  by  the  respective  government,  is  fully  discussed  in  mutual 
talks.  The  amount  and  the  conditions  of  the  credit  offer  are 
already  being  discussed  by  the  public  in  this  preliminary  stage. 

The  final  negotiations  on  concluding  the  credit  offer  usually  do 
not  begin  until  several  months  after  the  initial  offer  was  made. 

At  the  time  of  signing  the  agreement  which,  in  addition  to  the 
amount  of  the  loan,  contains  all  important  conditions  irf.th  re¬ 
spect  to  interest  rates,  repayment,  etc,,  reports  again  appear  about 
the  loan.  From  this  the  public  often  gains  the  impression  that 
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the  renewed  reporting  concerns  a  new  loan,  particularly  since  well- 
known  newspapers  and  magazines  often  speak  expressly  of  a  new  loan 
(see  Note  1).  The  preliminary  studies  and  the  planning  of  the  in¬ 
dividual  projects  mentioned  in  the  over-all  agreement  are  then 
gradually  carried  out.  These  preliminary  studies  may  take  several 
years  for  larger  projects.  After  conclusion  of  the  preliminary 
studies,  individual  contracts  which  go  into  the  finest  detail  are 
then  signed  for  each  separate  project.  These  individual  contracts 
also  mention  the  credit  sum  necessary  for  this  particular  project, 
irtiich  represents  a  part  of  the  total  sum  agreed  upon  in  the  over-all 
agreement,  IvTien  these  partq,al  sums  reach  an  amount  of  30  or  40 
million  dollars  (which  occurred,  for  example,  within  the  framework 
of  the  175-million  dollar  loan  to  Egypt  or  the  125-million-dollar  loan 
to  India),  the  loan  is  again  discussed  in  the  press  and  radio  and 
even  in  reputable  sources,  often  without  the  reminder  that  it  refers 
to  a  partial  credit  which  is  part  df  an  over-all  credit  granted 
years  ago.  Thus  the  impression  is  created  in  the  public  mind  of  the 
Western  as  well  as  of  the  underdeveloped  nations  that  the  USSR 
grants  certain  underdeveloped  countries  large  credits  in  rapid  suc¬ 
cession.  This  manner  of  reporting  must  be  considered  as  the  chief 
source  for  overrating  the  financial  aid  given  by  the  Communist 
bloc  (see  Note  2) ,  This  impression  is  further  fostered  in  the  pub¬ 
lic  mind  through  leading  Western  politicians  and  economists,  who 
declare  again  and  again  that  Western  aid  to  underdeveloped  areas  must 
be  increased  in  order  to  meet  the  menace  from  the  East.  Such  reason¬ 
ing  may  be  appropriate  at  times  for  reasons  of  domestic  politics,  but 
it  does  not  reflect  actual  conditions  and  it  is  superficial  in  view 
of  the  duration  and  extent  of  Western  foreign  aid  as  well  as  the 
necessity  to  help  the  underdeveloped  coiintries  which  exists  quite 
independently  of  the  actions  of  the  Communist  bloc.  Soviet  propa¬ 
ganda  is  naturally  not  interested  in  correcting  these  over-estima¬ 
tions  of  the  Communist  bloc’s  foreign  aid.  On  the  contrary,  the 
USSR  has  been  successful  in  deriving  considerable  advantage  from 
this  public  impression  within  the  framework  of  her  systematically 
planned  "ruble  offensive." 

([Note:]  1,  As  an  example,  the  125-million-dollar  loan  to  India 
might  be  mentioned  briefly.  The  world  press  reported  this  event  for 
the  first  time  in  1956,  when  the  USSR  declared  its  willingness  to 
make  such  a  loan.  When,  at  the  end  of  1957 »  the  final  word  was 
given,  the  press  reported  the  event  for  the  second  time  and  in  such 
a  manner  as  to  give  the  impression  that  the  Soviet  Union  was  again 
the  helper  appearing  at  a  time  of  great  financial  need,  when  the  ex¬ 
pectations  of  India  had  been  disappointed  with  respect  to  financial 
aid  from  the  US  and  West  Germany. 

[Note:]  2,  Counting  the  same  credit  sums  twice  because  of  over¬ 
looking  the  difference  between  the  over-all  agreement  and  special 
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contracts  is  to  be  noted  even  in  scholarly  accounts.  For  example, 
Joseph  S.  Berliner  in  his  monograph  Soviet  Bconomic  Aid  —  The  New 
Aid  and  Trade  Policy  in  Underdeveloped  Countries.  Kew  York,  1958 
reports  under  Soviet  loans  to  India  a  credit  of  63  million  dollars, 
which  obviously  is  a  partial  credit  under  the  total  credit  of  125 
million  dollars.  In  adding  Soviet  credits  to  India,  he  therefore 
arrives  at  a  total  sura  considerably  higher  than  that  given  in  Soviet 
and  Indian  sources,  Berliner  committed  such  errors  because  —  as 
may  be  seen  from  his  references  —  he  took  the  reports  concerning  the 
various  credits  partly  from  US  newspapers,) 

Because  of  the  senseless  reports  of  figures  in  many  publi¬ 
cations,  it  is  extraordinarily  difficult  to  give  even  a  somewhat  re¬ 
liable  estimate  of  financial  aid  by  the  Communist  bloc.  As  parado¬ 
xical  as  it  sounds,  the  most  reliable  method  under  the  given  condi¬ 
tions  is  a  study  of  the  newspapers  and .magazines  of  the  Communist 
bloc.  Only  because  the  US  Department  of  State  regularly  publishes 
figures  on  the  extent  of  financial  aid  by  the  Communist  bloc  —  which 
are  arrived  at  after  very  cautious  calculations  --  are  there  also 
any  reliable  estimates  in  Western  sources.  All  such  sources  were 
used  in  the  following  summary  of  financial  aid  by  the  Communist 
bloc.  To  exclude  errors  as  far  as  possible,  all  credit  agreements 
concluded  between  the  Communist  bloc  and  underdeveloped  countries, 
as  far  as  these  were  published  either  in  the  Communist  or  the  under¬ 
developed  countries,  were  also  studied,  Nevertheless,  it  must  be 
pointed  out  that,  although  the  following  figures  for  all  the  larger 
credits  granted  by  the  USSR  may  be  taken  as  absolutely  reliable,  a 
series  of  smaller  credits  —  particularly  on  the  part  of  the  East 
European  countries  (see  Note)  —  with  respect  to  amount  and  con¬ 
ditions  of  the  loans  are  not  described  with  complete  accuracy.  How¬ 
ever,  these  qualifications  do  not  alter  the  accuracy  of  the  ranking 
according  to  size  of  the  following  figures.  In  addition  to  these 
figures  it  is  recommended  that  the  description  of  the  individual 
credits  listed  in  the  appendix  according  to  underdeveloped  country 
be  read. 


([Note;]  A  part  of  the  credits  frcan  Bast  European  coun¬ 
tries  listed  below  are  undoubtedly  credits  on  such  terras  as  are 
customary  in  the  course  of  normal  trading.  It  is  to  be  noted  also 
that  these  are  sometimes  merchandise  credits  which  can  be  realized 
only  when  it  actually  comes  to  an  exchange  of  goods.  Thus,  the 
30-million-dollar  credit  arranged  between  the  USSR  and  Argentina 
in  1953  was  for  the  greatest  part  never  realized.  Despite  this, 
the  credit  still  appears  often  in  the  listings  of  Western  publica¬ 
tions. 


Problems  in  Converting  Rubles  to  Dollars 

The  following  figures  concerning  the  financial  aid  of  the 
Communist  bloc  were  arrived  at  by  converting  rubles  to  dollars  at 
a  ratio  of  4:1,  on  the  basis  of  the  officially  determined  gold 
content  of  rubles  and  dollars.  It  must  be  recognized,  however, 
that  the  official  ratio  of  dollar  to  ruble  hardly  corresponds  to 
actual  market  conditions.  The  tourist  exchange  rate  in  the  USSR, 
for  example,  is  10  rubles  for  every  dollar.  On  the  basis  of  this 
exchange  rate,  it  would  be  necessary  to  divide  the  listed  amounts  by 
a  factor  of  2.5  to  arrive  at  the  dollar  values  which  would  corres¬ 
pond  to  the  tourist  exchange  rate.  But  this  would  undoubtedly  lead 
to  a  certain  underestimation  of  the  foreign  aid  of  the  USSR,  since 
the  tOTirist  ruble  is  primarily  used  to  buy  consumer  goods  and  ser¬ 
vices  which  are  highly  priced  iil  the  Soviet  Uriibh  for  political 
reasons.  Such  an  adjusted  rate  would  tell  nbthihg  about  the  prices 
and  costs  of  industrial  goods,  xdiich  occupy  the  centeh  of  Soviet 
production.  Thus,  it  would  not  be  correct  to  convert,  for  example, 
the  400-raillion- ruble  loan  which  Was  offered  to  Ethiopia  in  such 
a  way  that  a  dollar  value  of  40  million  dollars  (instead  of  100 
million  dollars)  results. 

Perhaps  one  can  arrive  at  a  more  realistic  exchange  rate  for 
USSR  loans  than  is  represented  by  the  official  rate  of  4:1  by  making 
the  following  calculations:  The  Soviet  gross  national  product  for 
1959  can  be  estimated  at  1,400  billion  rubles.  According  to  the 
official  exchange  rate,  this  would  equal  350  billion  dollars.  If, 
however,  one  makes  a  rough  comparison  of  Soviet  and  US  production, 
one  can  see  that  with  an  estimated  US  gross  national  product  of 
480  billion  dollars  in  1959  the  Soviet  gross  national  product  is  over¬ 
estimated  by  far.  The  industrial  production  of  the  USSR  amounted, 
according  to  careful  estimates  in  1959,  to  about  40-45^^  of  US  in¬ 
dustrial  production.  The  agricultural  production  of  the  USSR  may 
perhaps  be  estimated  as  being  somewhat  higher  [sic]  than  that  of  the 
US  economy.  Taking  into  consideration  services,  which  lie  consider¬ 
ably  below  the  US  level,  one  arrives  at  a  total  Soviet  gross  natio¬ 
nal  product  that  amounts  to  about  40-45^  of  the  US  gross  national 
product.  Accordingly,  for  the  year  1959»  one  would  have  a  Soviet 
national  product  of  210-220  billion  dollars.  If  this  figure  is 
related  to  the  Soviet  national  product  in  rubles,  i.e.,  about  1,400 
billion  mbles,  a  ratio  of  ruble  to  dollar  of  the  order  6-7:1  re¬ 
sults.  Thus  it  would  perhaps  be  more  correct  to  take  a  ratio  of  6:1 
as  a  basis  for  listing  Soviet  financial  aid.  But  since  these  are 
not  precise  calculations,  we  shall  adhere  to  the  official  ratio  of 
4:1,  keeping  in  mind  the  qualifications  given  above.  Decisive  is  — 
as  we  have  mphasized  repeatedly  —  the  price  of  the  capital  goods 
and  services  supplied  by  the  USSR,  as  well  as  the  price  of  shipments 
made  by  underdeveloped  countries  in  exchange  for  Soviet  goods  and 
services.  It  was  pointed  out  before  that  precise  calculations  of 


these  prices  is  not  possible  (on  this  conversion  problm,  see  also 
J.  S.  Berliner,  Soviet  Economic  Aid,  op.  cit.,  pages  195-197)* 

Extent  of  Promised  and  Actual  Financial  Aid 

The  total  volume  of  financial  aid  of  the  Communist  bloc  to 
underdeveloped  areas  amoxinted  to  2.9  billion  dollars  at  the  begin-, 
ning  of  i960  as  the  following  summary  contained  in  Table  l  f^ows. 

The  Soviet  Union  alone  accounts  for  2.4  billion  dollars,  while  the 
East  European  countries  furnished  credits  of  about  350  million  ^ 
dollars  and  Communist  China  credits  and  gifts  of  about  140  million 
dollars.  Just  as  the  trade  of  the  Communists  with  underdeveloped 
countries  is  concentrated  on  only  a'  few  nation^,  the  predominant 
part  of  Communist  bloc  loans  are  also  given  to  only  a  few  uMer- 
developed  areas.  Over  one  half  of  all  credits  were  received  by 
India  and  the  UAR  alone.  If  the  loans  to  Indonesia,  Iraq  and 
Afghanistan  are  also  considered,  it  becomes  evident  that  more  than 
three  quarters  of  the  total  financial  aid  of  the  Communist  bloc  went 

to  only  five  underdeveloped  countries.  _  .  n  .j  v  4.v,^ 

In  most  Western  publications  concerning  financial  aid  by  tne 
Communist  bloc,  it  is  either  not  noted  at  all,  or  not  sufpciently 
emphasized,  that  such  srjmraaries  do  not  represent  loans  actualls''  made. 
Our  summary  also  includes  the  amounts  which  up  to  the  present  were 
promised  by  the  governments  of  the  Communist  countries  or  about 
which  mutual  agreements  have  been  signed  by  the  respective  govern¬ 
ments,  as  well  as  those  amounts  which  were  actually  paid  out  by  the 
USSR  and  by  the  other  Communist  countries  in  the  form  of  goods  or 
services.  In  addition,  credit  offers  are  listed  about  which  no 
contracts  have  as  yet  been  signed.  Unfortunately,  it  is  not  possib_e 
to  make  a  breakdown  of  the  total  sums  according  to  amounts  actually 
paid  out,  amounts  which  have  not  yet  been  taken  up,  and  amo^ts  which 
have  so  far  only  been  offered.  But  only  such  a  summary  would  reveal 
the  true  value  of  the  Communist  bloc's  financial  aid. 

The  loans  made  available  by  the  World  Bank,  for  example,  are 
also  taken  up,  according  to  their  purposes,  only  after  3-7  y®ars.  The 
loans  of  the  Communist  bloc  similarly  become  effective  on^  after  a 
number  years  from  the  date  of  the  given  contract.  Preliminary  p  an- 
ninp  and  investigations  often  stretch  over  a  time  period  of  several 
years.  Thus,  a  period  of  two  years  was  set  for  such  premina:^ 
tasks  in  the  agreement  between  the  USSR  and  Iraq.  The  financial  aid 
to  the  Syrian  Region  of  the  UAl  will  only  be  taken  up  during  a  ime 
span  of  7  years.  It  does  not  come  as  a  surprise,  therefore,  that 
the  effective  use  of  financial  aid  from  the  Communist  bloc  is  quite 
small  up  to  the  present  time.  According  to  careful 
effective  use  probably  lies  at  present  at  a  maxima  of  500-600  mil¬ 
lion  dollars.  Less  than  a  quarter  of  the  total  financial  aid  of  the 
Communist  bloc  has,  therefore,  been  realized  thus  far  (see  Hote;. 
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Total  200,0  -  2.0  :  -  -  6.0(?)  -  208.0 


([Note;]  Berliner  estimates  in  his  monograph  that  about 
350  million  dollars  were  paid  out  by  the  end  of  1957 »  which  would 
amount  to  about  20-25^  of  the  total  financial  aid  granted  at  that 
time  (cf.  Berliner,  op.  cit.,  page  42,  pages  208  ff.)  These  esti¬ 
mates  seem  too  high  according  to  our  own  calculations.  The  estimates 
of  the  US  Department  of  State,  quoted  by  Berliner,  are  also  con¬ 
siderably  lower  for  the  end  of  1957 ,  namely  by  about  10-15^) . 

If  one  wants  to  gain  a  ccmip^ative  idea  of  the  magnitude  of 
financial  aid  by  the  Ccmimunist  bloc ,  one  must  realize  that  only 
about  50O-6OO  million  dollars  have  been  effectively  paid  put  up  to 
the  present.  In  contrast,  actual^  paid-Out  foreign  aid  by  the  US 
amounted  to  almost  2.2  billion  dollars  in  1958  alone,  of  which  almost 
three  quarters  were  grants  (gifts). (See  Note).  The  effective  finan¬ 
cial  aid  of  the  Comiuunist  bloc  sinpe.' the  beginning  up  to  i960  thus 
amounts  to  only  a  quarter  or  a  third  of  the  effective  US  aid  of  a 
single  year. 

( [Note : ]  It  would  lead  us  too  far  afield  to  enumerate  in 
this  connection  the  individual  foreign-aid  programs  of  the  Western 
industrial  nations.  We  are  restricting  ourselves,  therefore,  to  a 
comparison  with  the  foreign  aid  of  the  US,  For  more  comprehensive 
data  on  US  foreign  aid,  see  International  Cooperation  Administration, 
Operations  Report.  30  June  1959«  P»  4;  also  Statistical  Abstract  of  the 
United  States.  1959.  Washington,  1959.  P.  874.  A  general  review  of 
foreign  aid  by  the  Western  industrial  countries  may  be  found  in  Klaus 
Billerbeck,  Kritische  Bemerkungen  zur  Auslandshilfe  fuer  die  Ent- 
wicklungsgebiete  (Critical  Notes  on  the  Foreign  Aid  to  Underdeveloped 
Countries),  Wirtschaf tsdiens t ,  Hamburg,  July  1958,  p.  377  fl.  Aid 
given  by  the  Federal  Republic  of  Germany  is  discussed  in  K.  Billerbeck 
Deutscher  Beitrag  fuer  Bntwicklungslaender  (German  Contribution  for 
Underdeveloped  Countries),  Hamburg,  1958.) 

In  this  connection,  it  is  also  interesting  to  make  a  compa¬ 
rison  with  loans  granted  by  the  World  Bank,  whose  members  do  not  in¬ 
clude  the  Communist-bloc  countries.  The  World  Bank  made  loans  of  a 
total  of  700  million  dollars  in  1958-1959  alone.  Of  this  amount, 
the  underdeveloped  countries  received  about  460  million  dollars  (see 
Note  ^) .  It  is  further  illuminating  to  compare  the  financial  aid  of 
the  Commxmist  bloc  with  the  credits  made  available  by  the  Import- 
Export  Bank.  The  total  amount  of  loans  made  by  this  institution  amoun¬ 
ted  to  3.4  billion  dollars  for  the  period  1956-1959.  The  total  finan¬ 
cial  aid  of  the  Communists  most  of  which  has  not  even  been  paid  out, 
thus  lies  far  below  the  volume  of  this  institution  (see  Note^), 

([Note;]  1.  These  loans  were  made  to  the  following  under- 
develoijed  countries  (in  millions  of  dollars:)  Brazil,  84.6;  Ceylon 
7.4;  Columbia  19.4;  Costa  Rica  3.5;  Ecuador  13;  El  Salvador  8; 


-27- 


Gabon  35;  Honduras  1.45;  India  135;  Iran  72;  Malaya  35.6;  Peru  6.575; 
Sudan  39.  The  terras  of  these  loans  are  up  to  25  years;  but  the  in¬ 
terest  rates  are  considerably  higher  than  those  on  Communist-bloc 
loans,  namely  between  5  3/6  and  5  3/4^»  sometimes  also  6^.  For 
details,  see  International  Bank  for  Reconstruction  and  Develop¬ 
ment,  Annual  Report.  1958/59,  P*  9*) 

([Note:]  2.  The  Import-Export  Bank  has  made  loans  in 
the  amount  of  10.2  billion  dollars  since  its  founding  25  years 
ago.  About  38^  of  this  sum  was  paid  to  Latin  America,  about 
ZOfo  to  Asia  and  about  2^  to  Africa.  For  details,  see  Export- 
Import  Bank  of  Washington,  Report  to  the  Congress,  30  Jun®  1959, 
p.  193.) 


Technical  Aid 

It  was  already  noted  in  the  introduction  that  the  predo¬ 
minant  part  of  technical  aid  granted  by  the  Communist  bloc  has  been 
in  a  form  that  is  not  comparable  to  the  technical-aid  programs  of 
Western  governments  or  international  organizations,  but  corresponds 
most  closely  perhaps  with  technical  aid  rendered  by  Western  private 
industry  (See  Note).  It  follows  from  this  that  a  dollar-and  cents 
calculation  of  Communist  techn3.cal  aid  is  just  as  impossible  as  a^ 
monetary  expression  of  the  services  rendered  by  private  industry  in 
the  Western  countries  within  the  framework  of  their  deliveries.  The 
technical  aid  of  the  Communist  bloc  is  thus  predominantly  a  part  of 
the  services  which,  in  monetary  terms,  are  included  in  the  given  cre¬ 
dit  agreouent  between  the  Communist  bloc  and  the  underdeveloped 
country.  In  other  words:  as  far  as  money  values  are  concerned 
technical  aid  is  part  of  the  financial  aid,  in  contrast  to  the 
technical  .aid  of  Western  governments  and  international  organiza¬ 
tions  which  is  generally  made  independently  of  financial  aid  or  the 
shipnent  of  goods  and  can,  therefore,  be  specified  in  precise  mone¬ 
tary  terms.  Technical  aid  which  is  made  by  the  Communist  bloc  inde¬ 
pendently  of  the  shipment  of  goods  must  be  paid  for,  with  a  few  ex¬ 
ceptions,  by  the  underdeveloped  country.  These  services  will  be 
specified  in  the  contracts  concerning  economic  and  technical  coope¬ 
ration  and  must  be  paid  for  fran  the  credits  granted  in  the  contract. 

([Note;]  Technical  aid  by  individual  Communist  countries 
in  the  real  sense,  i.e.,  under  conditions  similar  to  those  surround¬ 
ing  the  technical-aid  programs  of  Western  countries,  is  only  given 
veiy  rarely.  Thus,  the  USSR  sent  a  commission  for  agricultural  and 
industrial  projects  to  Nepal  and  Cambodia  without  asking  for  payment 
of  these  services.  Precise  calculation  of  the  extent  of  this  form 
of  Communist  technical  aid  cannot  be  made.  Berliner  (op.  cit,,  p.  46) 
has  tried  to  obtain  a  ranking  according  to  magnitude  on  the  basis 
of  rough  estimates.  He  made  the  following  calculations:  the  Com- 
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mixnist  bloc  has  so  far  (1957)  sent  a  total  of  40  technical-aid  mis¬ 
sions  to  underdeveloped  areas,  half  of  which  were  Soviet  missions. 

If  one  assumes  that  about  80  such  missions  were  sent  and  if,  accord¬ 
ing  to  Berliner,  one  sets  the  average  cost  at  $100,000  per  mission, 
one  would  arrive  at  a  total  cost  of  about  8  million  dollars.  Thus, 
Berliner  concludes  that  the  total  technical  aid  of  the  Communist  bloc 
is  of  a  magnitude  of  about  5~10  million  dollars.  In  making  such 
calculations,  it  should  be  realized  t)iat  they  represent  only  a  part 
of  the  technical  aid  rendered  by  the  Communist  bloc.  The  predomi¬ 
nant  part  is  made  in  forms  similar  to  those  practiced  by  Western 
private  industry  in  conjunction  with  the  delivery  of  industrial 
equipment  and  installations i  The  srim  of  such  technical  aid  of  the 
Communist  bloc  would  lie  considerably  higher.  The  technical  aid  ren¬ 
dered  in  conjunction  ttrith  the  construction  of  the  steel  works  of 
Bhilai  alone  probably  reach  at  least  10  million  dollars  in  view  of 
the  magnitude  of  the  total  project) . 

However,  it  is  possible  to  obtain  approximate  data  of  the 
number  of  technicians,  engineers,  advisers,  etc,,  working  in  under¬ 
developed  areas  from  the  reports  of  the  US  Department  of  State  (see 
Note),  which  is  in  a  position  to  make  estimates  through  its  offices 
abroad.  According  to  these  data,  there  were  about  1,600  specialists 
from  Communist  countries  in  19  underdeveloped  countries  during  the 
second  half  of  1957*  There  were  470  specialists  in  the  UAR,  455  in 
Afghanistan,  and  260  in  India.  Of  the  100  experts  working  in  Indo¬ 
nesia,  75  came  from  East  Germany  for  the  installation  of  a  sugar 
factory  and  20  from  Czechoslovakia  (CSR)  for  the  construction  of 
a  rubber-tire  factory.  ■  In  view  of  the  numerous  projects  which  have 
been  started  since  1957  within  the  framework  of  Soviet  financial  aid, 
the  number  of  experts  from  Communist  countries  working  in  underde¬ 
veloped  areas  has  presianably  sharply  increased.  Estimates  for  1958 
mention  more  than  4,000  technicians  and  advisers  from  Communist 
countries  which  remain  for  more  than  one  month  in  an  underdeveloped 
country.  It  is  to  be  noted  in  this  connection  that  during  the  first 
half  of  1959  there  were  in  Yemen  alone  several  hundred  Soviets  and 
Chinese  working  on  road  and  harbor  construction.  In  the  second  half 
of  1959,  the  number  of  experts  from  the  Commxmist  bloc  in  underde¬ 
veloped  areas  was  again  sharply  increased,  namely  to  a  total  of 
6,100  (1,400  of  these  were  military  advisers);  6l^  of  these  experts 
came  from  the  USSR,  27 from  East  European  countries,  and  12^  from 
Red  China. 

([Note:]  cf.  The  Sino-Soviet  Economic  Offensive  in  the  Less 
Developed  Countries.  Deparlmient  of  State,  Washington,  1958,  pp.  29- 
31.) 


The  technical  aid  of  the  Ccsnmunist  bloc  embraces  today  al¬ 
ready  all  feasible  development  projects.  The  chief  emphasis  is 


naturally  on  services  in  connection  with  the  construction  or  instal¬ 
lation  of  equipment  delivered  by  the  Communist  bloc.  But  planning 
and  economiltechnical  research  projects  play  an 

role  (cf.  Technical  Assistance  Committee,  Anmal  Report  or  the  TgctL. 
ninal  Assistance  Board  for  1958.  Supplement  No.  5.  Hew  York,  1959, 
na«es  102-103.)  Since  1957,  East  European  nations  have  also  ren¬ 
dered  increasing  technical  aid.  This  applies  ^the°^" 

iovaicia.  Thus,  the  plans  for  metal  and  rolling  mills^in  ^dia, 

UAR.  Argentina,  Pakistan  and  a  series  of  other  unde^eveloped  coun¬ 
tries  were  worked  out  by  Czechoslovak  experts.  The  Czechoslovak  bureau 

for  the  planning  of  public  water  works  la?ee 

municipal  canalization  and  water  works  in  the  UAR  and  Cuba.  A  large 
number  of  specialists  were  sent  by  Czechoslovakia  to  underdeveloped 

areas  in  recent  years.  x 

Until  1958,  the  use  of  Chinese  experts  was  restricted  to 

only  a  few  neighboring  areas  of  Red  China  (pairticularly  Cam  o^ia). 

But  becently  Red  China  extended  its  technical  aid  to  other  j^der- 
developod  areas.  Thus,  there  are  presently  Chinese  road-building  n- 
glneers  in  Yemen,  Chinese  experts  for  tea  growing  in  Morocco,  and 
those  for  the  growing  of  rice  in  Guinea. 

Cooperation  with  the  UN  Program., 

An  exception  to  the  principle  of  the  Communist  bloc  to  grant 
only  paid  technical  assistance  are  the  services  of  the  Ccranunist  bloc 
rendered  within  the  framework  of  their  membership  in  the  ^tended 
Technical  Aid  Program  of  the  UN.  At  first,  the  Communist  bloc  did 
not  participate  in  this  international  aid  program.  They  declined 
participation  with  the  remark  that  this  international  organiza-  ^ 
tion  was  only  a  tool  for  the  infiltration  of  the  rnonopoimc  pri¬ 
vate  capital  of  the  Western  nations  into  underdeveloped  areas.  The 
USSR  became  a  member  in  1953,  and  gradually  also  the  other  Commu¬ 
nist  countries,  XJith  the  exception  of  Red  China  and  East  Germany, 
joined  the  organization.  But  the  USSR  agreed  only  very  reluctant 
Iv  to  the  principles  of  this  multilateral  aid  program,  namely  not  to 
malce  any  conditions  concerning  the  use  of  the  funds  contributed  an- 
der  the  program.  The  Soviet  contributions  thus  became  avai-able  only 
in  195^  after  prolonged  negotiations.  The  Communist  bloc  partici¬ 
pated  financially  in  this  international  aid  program  between  1953 
and  1959  as  follows: 


Country 


US  Dollars 


USSR 

Ukrainian  SSR 
Belorussian  SSR 
Czechoslovakia 
Poland 
Hungary 
Rumania 
Bulgaria 
Albania 

Total  9*298,700 


Source;  Technical  Assistandb  Ccxnmittee,  Annual  Report  of  the 
Technical  Assistance  Board  for  1958.  Supplement  No  5» 
New  York,  1959 t  pages  102-103. 

Within  the  framework  of  the  total  UN  aid  program,  these  con¬ 
tributions  are  not  very  impressive.  Thus,  France  alone  contributed 
during  the  same  period  of  time  9»6  million  dollars  —  more  than  all 
the  Communist  countries  taken  together.  The  contribution  of  an 
underdeveloped  country  such  as  India  to  this  aid  program  amounted 
during  the  same  time  to  3  million  dollars,  almost  one  third  of  the 
contributions  of  the  Communist  bloc.  The  yearly  contribution  of 
the  US  —  15  million  dollars  —  exceeds  by  far  the  payments  of  the 
entire  Communist  bloc  for  7  years.  The  US  contributed  during  1953- 
1958  alone  over  85  million  dollars  to  the  program. 

And  the  USSR  endeavored  from  the  beginning  to  advertise  the  • 
projects  of  the  UK  program  partially  financed  by  her  contributions 
as  exclusive  projects  of  the  USSR  undertaken  within  the  framework 
of  a  bilaterial  Soviet  development  plan.  This  was  shown  particularly 
during  the  donstruction  of  a  polytechnical  institute  for  Bombay 
for  which  the  USSR  delivered  equipment  of  a  value  of  2.5  million 
dollars  and  15  professors  for  five  years  from  its  UN  contribution. 

The  folowing  projects  were  financed  from  the  contributions 
of  the  Ccmmiinist  bloc  to  the  technical  aid  program  of  the  UN:  equip¬ 
ment  for  university  laboratories  in  Kabul,  Santiago  de  Chile  and^ 
Damascus;  medical  apparatus  and  instruments  for  hospitals  in  India 
and  Ceylon;  calculating  machines  for  India's  statistical  institute; 
drilling  equipment  for  irrigation  work  in  Pakistan;  teaching  aids 
and  films  for  the  training  of  railway  personnel  in  Lahore;  metereo- 
logical  and  geophysical  instruments  to  Mexico,  Pakistan,  Lybia  and 


7,000,000 

750,000 

300^000 

451,400 

525,000 

140,700 
66,800 
58, 800' 
6,000 
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Afghanistan;  seminars  given  for  experts  in  the  USSR,  particularly 
for  geologists,  mining  engineers,  specialists  for  energy,  water, 
forestry,  and  agricultural  projects.  The  Czechoslovak  contribution 
financed  a  seminar  for  forestry  specialists  from  underdeveloped 
areas  with  each  member  being  supported  by  a  scholarship.  Fifteen 
specialists,  furthermore,  toolt  an  inspection  tour  of  the  CSR. 

These  specialists,  wore  from  thp  member  states  ..of  the  UK  Sdohhmics 
Canmission  for  Asia  and  the  Far  East,  The  CSR  furthermore  delivered 
various  instruments  for  educational  institutions  and  scientific 
research  institutes  in  the  UAR,  Burma,  Lebanon,  Ceylon,  Chile  and 
a  series  of  other  underdeveloped  countries  *  (cf.  H.  Semin  "Economic 
cooperation  between  Czechoslovakia  aJ^  t’he  xxnderdeveloped  countries, " 
Voprosy  Ekonomiki,  No  4,  Moscow,  April  1958.) 

Preparations  of  the  Communist  Bloc  for  Technical  Aid 

Since  the  end  of  the  Second  World  War,  the  USSR  has  syste¬ 
matically  worked  at  the  training  of  technicians  and  economists  who 
are  able  to  function  as  experts  in  foreign  countries.  The  experts 
were  first  used  in  East  European  countries  to  help  there  in  the 
construction  of  heavy  industry.  Since  1949,  thousands  of  experts 
were  also  sent  to  Red  China  to  supesrvise  development  projects.  The 
East  European  countries,  particularly  Czechoslovakia,  East  Germany 
and  Poland  have  increasingly  sent  experts  to  China  since  1950.  In 
this  manner,  the  Communist  bloc  has  built  up  a  fund  of  experts  when 
ti  began  in  1953  to  foster  its  economic  and  technical  relations  to 
underdeveloped  areas. 

It  was  early  recognized  by  the  Communist  bloc  that  special 
training  is  particularly  necessary  for  work  in  underdeveloped  areas 
to  lend  the  greatest  possible  prestige  to  these  activities  in  the 
eyes  of  the  native  population.  Thus,  all  persons  who  are  sent  to 
underdeveloped  areas  within  the  framework  of  these  aid  programs  re¬ 
ceive  special  training  to  enable  thrai  to  deal  with  native  workers 
in  the  "right"  manner  and  to  suggest  to  local  planning  experts  the 
"right"  measures.  The  importance  attributed  to  such  special  train¬ 
ing  has  led  the  government  of  the  USSR  to  establish  special  training 
centers  (such  a  training  center  is  to  be  opened  in  Turkestan)  in 
which  Soviet  experts  can  be  trained  for  tasks  in  xmderdeveloped 
areas  and  where  experts  from  underdeveloped  areas  can  also  be  train¬ 
ed.  In  this  endeavor,  the  USSR  tries  to  send  to  Asian  countries 
preferably  persons  from  her  own  Asian  areas  and  to  send  to  Arabian 
countries  Soviet  citizens  of  the  Mohammedan  faith.  Thus,  among  the 
advisers  and  technicians  who  are  working  in  Afghanistan  there  are 
several  persons  frcm  the  Soviet  republics  of  Turkmenistan  and  Uzbe¬ 
kistan.  The  leader  of  a  large  group  of  Soviet  technicians  and 
advisers  in  Yemen  is  a  Soviet  Russian  who  was  bom  in  Yemen  and 
who  has  a  perfect  command  of  the  language.  But  it  is  not  only  the 
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USSR  Xiiho  endeavors  to  send  well-prepared  and  adaptable  persons  to 
underdeveloped  countries*  The  East  European  countries  also  con¬ 
duct  systematic,  special  training  for  persons  sent  to  underdeveloped 
areas.  Thus,  East  Germany  assigned  already  in  1955,  200  engineers 
for  such  special  training* 

The  Communist  countries  have  some  very  significant  advan¬ 
tages  in  their  technical  aid  programs  over  the  corresponding  faci¬ 
lities  of  the  Western  industrial  countries.  Sincd  the  Communist  bloc 
is  a  totalitarian  system,  it  is  possible  to  apply  much  stricter 
standards  in  the  selection  of  experts,  quite  apart  from  the  fact 
that  government  agencies  simply  demand  thorough  training  with 
respect  to  the  language  and  customs  of  the  underdeveloped  countries. 
Contrary  to  the  careful  selection  and  preparation  practiced  in  the 
Communist  countries,  it  is  difficult  for  private  firms  in  the  We¬ 
stern  industrial  countries,  particularly  in  times  of  full  employ¬ 
ment,  to  find  suitable  personnel  for  the  execution  of  projects 
in  underdeveloped  areas.  This  leads  to  many  difficulties  with 
local  personnel  which  are  normally  not  encountered  by  experts  from 
the  ^Communist  bloc.  Such  difficulties  are  partly  prevented  by  the 
strict  discipline  to  which  all  technicians  and  experts  from  Commu¬ 
nist  countries  are  subject.  Thus,  the  Soviet  technicians  in  Bhilai, 
India  and  all  experts  employed  in  Egypt  are  forbidden  to  drink  al¬ 
coholic  beverages. 

The  adaptability  of  these  experts  to  the  standard  of  liv¬ 
ing  in  underdeveloped  areas  is  partly  a  function  of  the  standard 
of  living  enjoyed  by  these  experts  in  their  own  countries*  Chinese 
and  Soviet  technicians  find  it  naturally  much  easier  to  adapt  to  the 
conditions  in  underdeveloped  areas  because  of  their  own  background. 

For  example,  the  Soviet  experts  in  Bhilai,  as  compared  to 
the  German  experts  who  were  engaged  in  the  construction  of  the  steel 
works  of  Rourkela,  lived  very  modestly  (for  a  comparison  of  the 
living  and  working  conditions  in  Rourkela  and  Bhilai,  see  Peter 
Schraid  "Deutsche  und  Russen  jm  Wettstreit",  Der  Monat.  August,  1959). 

Soviet  families  employ  servants  only  in  exceptional  cases. 

The  women  buy  on  the  market  just  as  the  Indian  women  do.  Neverthe¬ 
less,  these  Soviet  experts  consider  their  work  in  Bhilai  more  or 
less  as  a  form  of  recreation  since  they  receive  there  a  number  of 
consumer  goods  which  they  are  unable  to  buy  in  their  country. 
Furthermore,  they  are  not  bothered  as  much  with  political  meetings, 
etc.  Thus,  their  life  there  is  a  certain  sense  more  generous  and 
pleasant  than  in  their  own  country*  In  contrast,  the  experts  from 
Western  industrial  countries  look  upon  assignments  in  underdeveloped 
countries  as  a  form  of  deprivation  which  may  be  compensated  for  by 
an  increased  consumption  of  alcohol,  the  construction  of  luxurious 
club  buildings,  swimming  pools,  etc.  These  installations  are  ne¬ 
cessarily  restricted  to  members  of  the  families  of  the  foreign 
experts,  a  mile  that  also  applies  to  hospitals.  This  alone  leads 
to  difficulties  with  the  native  population  which  do  not  occur  in 


settlements  housing  Communist  technicians.  It  is  to  be  noted  that 
the  particularly  high  standard  of  living  of  Western  experts  has 
been  criticized  for  a  number  of  years  by  the  native  middle-class. 
Therefore,  the  relatively  modest  standard  of  living  of  the  techni¬ 
cians  and  advisers  from  Communist  countries  is  a  not  insignificant 
psychological  advantage  which  is  more  and  more  frequently  noted 
in  these  countries  (see  Mote). 

([Mote;]  But  sometimes  the  modest  standard  of  living  of  the 
Soviet  experts  is  also  critieized.  The  Western  experts  provide 
additional  sources  of  income  by  keeping,  for  instance,  a  number  of  ' 
servants  and  by  being  generous  in  other  expenditures  as  well.  The 
Soviets  are  criticized,  then,  for  not  keeping  servants  and  riot 
providing  additional  sources  of  income  because  of  their  meager  stan¬ 
dard  of  living.) 

The  relatively  modest  living  and  production  conditions  in 
Communist  countries  allow  the  expert  frc®i  the  Communist  bloc  to 
adapt  his  methods  more  readily  to  local  conditions  than  the  Western 
expert  who  is  accumtomed  to  the  most  advanced  methods.  This  seems 
to  be  the  chief  reason  for  the  better  adaptability  of  the  Eastern 
expert.  For  example,  while  there  were  often  serious  tensions  dur¬ 
ing  the  construction  of  the  steel  works  of  Rourkela  because  the 
German  engineers  were  impatient  with  the  work  performance  of  the 
Indians,  the  Soviet  experts  were  able  to  establish  veiy  congenial 
relations  with  the  Indians  during  the  construction  of  Bhilai  be¬ 
cause  they  showed  great  patience  in  their  supervision.  The  Indians 
have  said  again  and  again  that  the  Soviet  engineers  are  disting¬ 
uished  by  great  patience,  by  their  willingness  to  teach  their  In¬ 
dian  colleagues  and  by  delegating  responsibility  to  them  very  early. 
Thus,  Bhilai  saw  early  very  congenial  relations  between  Russiand 
and  Indians.  Undoubtedly,  the  reason  for  the  adaptable  behavior^ 
of  the  Russians  cannot  be  sought  only  in  their  thorough  preparation. 
It  is  rather  that  the  Soviet  technicians  are  required  to  exercise 
more  patience  also  at  home  while  the  Western  experts  are  like^  to 
donand  the  perfectionist  performance  and  methods  characteristic  of 
Western  civilization  also  in  their  work  in  underdeveloped  countries 
(see  Note). 

( [Note ; 3  Similar  comments  may  be  made  for  the  production 
techniques  —  with  the  exception  of  a  few  industrial  fields  —  to 
be  found  in  the  USSR  x^hich  are  often  far  simpler,  if  not  more  pri¬ 
mitive,  than  production  techniques  in  Vfestern  countries.  Correspon¬ 
dingly,  the  equipment  delivered  by  the  Communist  bloc  is  frequently 
better  suited  to  the  conditions  of  underdeveloped  countries  than 
the  highly  developed  and  complicated  machines  and  equipment  from 
the  Western  industrial  countries.  But  it  is  also  true  that  the 
West  can  often  take  the  requirements  of  an  underdevelopd  country 
into  account  much  better  than  the  inexperienced  Communist  bloc 


because  of  the  former's  long  standing  abtivities  in  underdeveloped 
areas.) 


Bnphasis;  The  Training  of  Native  Specialists 

Within  the  framework  of  their  aid  programs  for  underdeveloped 
areas,  the  Communist  bloc  has  emphasized  paPticularly  the  training 
of  specialists,  qualified  technicians  and  technical  and  commercial 
supe^isory  personnel.  An  example  of  this  form  of  technical  aid 
is  given  by  the  contract  signed  in  connection  with  the  construct¬ 
ion  of  the  steel  works  at  Bhilai.  The  Soviet  personnel  in  India 
undertook  first  the  training  of  4,500  unskilled  and  skilled  workers 
which  lasted  for  2-9  months.  In  addition,  300  skilled  industrial 
Workers  were  trained  for  a  period  of  one  year  for  the  jobs  they 
Wei’S  to  hold  in  the  steel  Works*  Five  hundred  engineers  and  techni¬ 
cians  received  special  traihijig  by  Soviet  experts  at  the  construct¬ 
ion  site.  Another  300  skilled  irorkers  and  135  engineers  were  given 
the  opportunity  to  study  Soviet  production  methods  in  the  USSR  it¬ 
self.  Similar  contracts  were  signed  in  conjunction  with  all  larger 
orders,  sometimes  including  the  training  of  personnel  ffer  other 
projects  as  well. 

Besides  these  training  programs  vrtiich  are  undertaken  in  con¬ 
junction  with  the  delivery  of  industrial  equipment  and  installations, 
the  Cc»nmunist  countries  constantly  extend  invitations  to  students, 
technicians,  economists,  scientists  and  administrators  from  under¬ 
developed  areas.  For  example,  numerous  Indian  groups  travelled  in 
the  USSR  to  study  the  glass  industry,  oil  refineries,  fertilizer 
factories,  railway  and  broadcasting  istallations  and  agricultural 
stations,  Egyptian  students  and  scientists  received  fellowships  for 
study  at  the  Institute  for  Nuclear  Physics  in  Moscow.  East  Germany 
invited  Egyptian  physicians,  agronomists  and  technicians.  The  Com- 
mraist  countries,  particularly  in  Eastern  Europe,  also  try  to  in¬ 
vite,  for  instance,  Indonesian  students  who  would  like  to  leave  the 
Netherlands  for  political  reasons  or  Algerian  students  who  do  not 
want  to  study  in  France  for  study  at  the  Universities  of  Prague, 

Warsaw  or  East  Berlin. 

In  1957,  the  number  of  technicians  and  students  from  under¬ 
developed  areas  stud3d.ng  for  longer  periods  of  time  in  Communist  coun¬ 
tries  was  estimated  to  be  over  2,000  (cf.  "The  Sino  Soviet  Economic 
Offensive  in  the  Less  Developed  Countries,"  Departnent  of  State, 
Washington,  1958,  p._20).  During  1959,  especially,  the  East  Euro¬ 
pean  countries  were  included  more  frequently  in  this  training  pro¬ 
gram.  In  Czechoslovakia,  several  hundred  students  from  the  UAR, 
Indonesia,  Iraq,  India  and  Ceylon  have  been  accommodated.  Invita¬ 
tions  for  study  at  East  European  universities  have  recently  been 
particularly  Sequent  for  students  from  Iraq,  Thus ,  Bulgaria  offered 
in  1959  to  take  into  her  institutions  of  higher  learning  100  students 
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from  Iraq.  More  recently,  the  number  of  students  from  African  and 
Latin  American  countries  studying  in  Communist  countries  has  also 
increased.  For. example,  a  group  of  students  from  Ethiopia  and  Guinea 
are  presently  staying  in  Czechoslovakia  where  they  are  to  study  Czech 
for  one  year  in  preparation  for  university  studies. 

The  authorities  in  the  Communist  countries  make  great  ef¬ 
forts  to  transmit  to  students  fran  underdeveloped  countries  not 
only  specific  professional  training  but  also  their  way  Of  life. 

Many  disappointments  which  the  student  from»underdeveloped  areas 
experiences  during  his  stay  in  Europe  and  N  rth  America  are  avoided 
when  he  stays  in  Communist  countries.  In  contrast,  for  example,  to 
their  stay  at  German  universities,  the  student  from  underdeveloped 
areas  is  accommodated  in  a  boarding  school  system  while  in  the  Com¬ 
munist  country  so  that  the  problems  arising  frcm  being  alone  in  a 
strange  country  do  snot  arise.  Even  when  the  students  receive  their 
ovm  apartment,  the  authorities  take  care  to  plan  suitable  recreatio¬ 
nal  programs.  In  the  long  run,  it  will  certainly  be  true  that  more 
and  more  scientists  and  students,  will  complete  or  canpl®nent  their 
education  at  institutions  in  Conmunist  countries.  In  contrast  to 
the  overcrowded  universities  in  the  Western  industrial  countries, 
the  USSR,  particularly,  plans  to  make  available  more  and  more  places 
for  students  from  underdeveloped  areas.  ’  Soviet  universities  parti¬ 
cularly,  which  have  in  the  past  taken  in  thousands  of  students  from 
the  Fast  European  countries  and  Red  China,  have  been  chosen  for  this 
task  with  increasing  frequency.  The  Communist  bloc  is  thus  in  a  po¬ 
sition  to  offer  free  places  immediately  to  students  from  countries 
which  have  just  gained  their  independence.  The  educational  ggree- 
raent  between  East  Germany  and  Ghana,  which  provides  for  the  training 
of  30  technicians  and  20  students,  is  an  example  of  this  trend,  as 
is  the  agreement  between  Czechoslovakia  and  Guinea. 

Certain  changes  in  the  technical  aid  program  of  the  Commu¬ 
nist  bloc  is  obviously  evident  during  1959*  It  is  characteristic 
that  the  Communist  bloc  is  obviou.sly  intent  upon  supplementing  its 
previous  financial  aid  by  a  comprehensive  program  of  technical  aid 
which  is  to  concentrate  especially  on  the  training  of  experts  from 
underdeveloped  areas.  Thus,  the  contract  signed  between  the  USSR 
and  Iraq  in  1959.  providing  for  the  technical  training  of  4,000 
Iraqi  wrkers  in  the  fields  of  agriculture,  industry,  transport  and 
power,  is  to  be  considered  as  the  largest  training  program  ever 
planned  for  an  underdeveloped  country.  This  agreement  provides  for 
the  training  of  4,000  specialists  in  10  large  training  centers  which 
are  to  be  built  by  Soviet  experts  and  equipped  with  Soviet  mate¬ 
rials.  The  training  will  be  conducted  largely  by  teachers  from 
the  USSR  (this  contract  is  part  of  a  larger  agreement  concerning 
technical  and  economic  cooperation  between  Iraq  and  the  USSR) .  This 
example  shows  clearly  the  efforts  of  the  Communist  bloc  to  use  its 
experts  more  and  more  in  comprehensive  training  programs  in  under¬ 
developed  areas. 
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A  further  example  of  this  emphasis  within  the  foreign  aid 
programs  is  the  intention  to  found  a  "People *s  Friendship  Universi¬ 
ty"  in  Moscow,  where  500  students  are  to  study  already  in  I960  and 
later  a  total  of  3»000-^»000  students  from  Afeian,  African  and  Latin 
American  countries.  Curricula  are  planned  in  Medicine,  Education, 
Engineering  and  Agriculture.  Travel  expenses,  tuition  and  living 
costs,  as  well  as  medical  treatment,  will  be  furnished  by  the  sL 
viets.  This  training  program  of  the  USSR  must  be  considered  unique 
in  the  history  of  aid  for  underdeveloped  countries* 

Military  Aid 

Military  aid  for  underdeveloped  coxmtries  is  largely  made 
by  the  USSR,  although  a  part  of  the  delivery  of  military  equipnent 
is  made  by  Czechoslovakia,  which  also  sends  military  ejqjerts  to  under¬ 
developed  nations.  Just  as  it  was  necessary  to  point  out  the  funda¬ 
mental  differences  between  the  economic-aid  programs  of  the  Commu¬ 
nist  bloc  and  the  West,  so  it  is  essential  to  make  similar  distinc¬ 
tions  for  the  military  aid  programs.  U'S  military  aid,  which  includes 
the  delivery  of  military  equipment  as  well  as  the  training  of  army 
personnel  from  underdeveloped  areas,  is  generally  rendered  on  the 
basis  of  p^ts  or  gifts.  In  contrast,  the  USSR  asked  for  payment 
for  all  military  equipment  as  well  as  for  the  sending  of  military 
advisers  and  trainers.  Thus,  one  cannot  really  speak  of  military 
aid  but  rather  of  a  trade  agreement  concerning  military  equipment. 

Size  of  Military  Ecjuinment  Deliveries 

The  USSR  began  relatively  early  to  make  agreements  with  under¬ 
developed  countries  concerning  the  delivery  of  military  equipment 
and  the  training  of  airoy  personnel  from  those  countries.  Until 
i960,  the  USSR  had  agreed  to  military  aid  for  at  least  six  hnder- 
devpoped  puntries.  The  extent  of  this  military  aid  can  only  be 
estimated  in  view  of  the  secrecy  siirrounding  these  transactions. 

the  greatest  military  aid  was  given  to  Egypt,  whose  govern¬ 
ment  concluded  several  military  pacts  with  the  USSR  during  1955 
and  1956.  The  total  value  of  deliveries  made  by  the  Communist  bloc, 
epher  the  USSR  or  Czechoslovakia,  is  estimated  to  be  at  least  3OO 
million  dollars.  The  greatest  part  of  these  materials  was  delivered 
during  1956  and  1957*  At  the  same  time,  a  large  number  of  military 
experts  were  sent  to  Egypt  from  the  USSR  and  Czechoslovakia.  The 
Department  of  State  has  estimated  the  number  of  these  military  ex¬ 
perts  to  be  450  for  the  second  half  of  1957 •  Several  hundred  Eg3rpt- 
ian  pilots,  furthermore,  received  flight  training  in  the  USSR. 

In  1956,  an  agreement  was  also  made  with  Syria  involving 
the  delivery  of  Soviet  and  Czech  military  equipment  as  well  as  the 
training  of  Syrian  officers  and  men  on  the  Communist  equipnent. 

The  value  of  these  deliveries  was  estimated  to  be  about  100  million 
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dollars*  half  of  which  came  from  the  USSR,  half  from  Czechoslovakia. 
About  200  military  experts  were  in  Syria  during  1957  as  trainers 
from  the  Conununist  bloc,  while  several  hundred  merabers  of  the  Sy¬ 
rian  Air  Force  received  training  during  the  same  time  at  the  flight¬ 
training  centers  of  the  Communist  bloc.  The  USSR  also  signed  a 
contract  with  Afghanistan  in  1956,  providing  for  the  delivery  of 
military  equipment  and  the  sending  of  Soviet  military  experts.  The 
value  of  this  military  aid  was  estimated  at  about  25  million  dol¬ 
lars.  But  it  appeared  that  larger  amounts  of  military  aid  were  sent 
to  Afghanistan  in  subsequent  years.  According  to  careful  estimates, 
the  total  value  of  military  aid  to  Afghanistan  up  to  the  present 
time  amounted  to  50  million  dollars. 

In  addition,  the  USSR  granted  military  aid  to  other  under¬ 
developed  countries,  but  it  is  almost  impossible  to  obtain  any  in¬ 
formation  regarding  these  contracts.  The  value  of  military  aid  to 
Yaraen  is  estimated  at  16  million  dollars,  to  Iraq  between  100  and 
200  million  dollars.  Information  concerning  the  delivery  of  wea¬ 
pons  to  Indonesia  is  also  difficult  to  obtain.  Careful  American 
estimates  spealt  of  about  150  million  dollars.  Guinea  received  in 
1959  weapons  worth  about  one  million  dollars .  '  The  total  value  of 
military  aid  made  by  the  Communist  bloc  to  the  middle  of  I960  is 
estiaiated  at  700-800  million  dollars,  which  was  also  actually  deli¬ 
vered  for  the  greatest  part. 

Conditions  of  Military  Aid 

In  contrast  to  Soviet  commercial  credits,  which  are  usually 
made  on  a  long-teriu  basis,  credits  granted  in  conjunction  with  mi- 
litaiy  aid  are  of  a  relatively  short-term  nature.  Although  it  is 
impossible  to  obtain  reliable  information  regarding  the  conditions 
of  Soviet  military  aid,  statemenr-s  made  by  Egyptian  officials  and 
politicians  indicate  that  the  USi'  R  is  not  prepared  to  grant  cre¬ 
dits  on  as  favorable  as  baas  as  is  customary  in  conjunction  with 
economic  aid.  According  to  unofficial  information,  Egypt  and  Syria 
have  obligated  themselves  to  repay  military  credits  within  five 
years,  mostly  in  the  fonn  of  cotton  shipments. 

In  some  cases,  the  USSR  seems  to  have  been  prepared  to 
deliver  military  equipment  at  verj'-  low  prices.  Thus,  Yemen  was 
supposed  to  have  received  shipments  of  a  value  of  about  16  mil¬ 
lion  dollars,  while- the  government  of  Yemen  had  to  obligate  itself 
to  repasr  only  about  9-10  million  dollars.  Because  of  certain  poli¬ 
tical  and  strategic  considerations,  the  USSR  seems  to  have  been 
particularly  generous  i-xith  the  pricing  of  military  equipment  for 
Afghanistan.  The  shipments  to  Afghanistan  were  supposedly  made  first 
VTithout  discussing  payment  at  all.  It  was  first  in  1958  that  the 
two  governments  took  up  negotiations  regarding  prices.  However,  the 
price  demanded  by  the  USSR  was  supposedly  not  accepted  by  Idie  go¬ 
vernment  of  Afghanistan,  Accordihgly,  the  USSR  also  suggested 
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building  for  the  same  amount  the  road  from  Kiksch  over  Herat  to  Kan¬ 
dahar.  Since  the  costs  of  this  road-building  project  are  stimated 
at  about  80  million  dollars,  the  USSR  either  made  a  gift  to  Afgha¬ 
nistan  of  the  military  equipment  already  delivered  or  of  the  road- 
building  project.  It  |.s  believed  that  strategic  considerations 
dictated  this  unusual  course.  One  of  the  goals  of  Russian  politics 
vis-a-vis  Afghanistan  for  over  a  hundred  years  has  been  a  road  to 
the  sub-Indian  continent  that  would  circumvent  the  Hindukush.  This 
road  can  now  be  built  by  the  USSR. 

Consequences  of  Military'"  Aid 

In  some  underdeveloped  countries,  the  granting  of  military 
aid  by  the  USSR  had  considerable  consequences  particularly  on 
foreign  trade.  A  country  such  as  Egypt  which  received  an  amount  of 
military  aid  estimated  at  about  3^0  million  dollars  would  have 
to  —  assuming  that  these  military  credits  have  to  be  re-paid 
within  five  years  —  deliver  yearly  about  60  million  dollars  worth 
of  goods  (predominatly  cotton)  to  the  Commuhist  bloc.  I  Syria, 
such  deliveries  would  amount  to  an  estimated  20  million  dollars 
yearly.  According  to  unconfirmed  reports,  ^ria  was  to  make  an 
initial  pajrraent  of  10  million  pound  sterling.  This  would  necessarily 
lead  to  a  considerably  expansion  of  exprts  from  the  underdeveloped 
countries  to  the  Communist  bloc.  These  underdeveloped  countries 
are  thus  bound  to  high  export  quotas  to  the  Communist  bloc  for 
some  years  without  receiving  economic  advantages  in  return.  Since 
shipments  to  Western  countries  must  be  reduced  in  the  meantime, 
the  possibility  arises  that  military  aid  also  functions  to  estab¬ 
lish  long-term  economic  relations  between  the  underdeveloped  coun¬ 
tries  and  the  Communist  bloc.  This  was  shown  especially  clearly  in 
the  exanple  of  Egypt,  whose  increasing  cotton  exports  during  1956 
to  1950  especially  were  largely  made  as  repayments  for  Soviet  mili¬ 
tary  aid. 

It  would  be  misleading  to  assess  Communist  military  aid 
simply  in  terms  of  the  value  or  of  the  content  of  shipments  made. 

In  most  underdeveloped  countries,  the  military  assumes  a  decisive 
position  during  the  course  of  political  changes.  In  Egypt,  a  group 
of  young  officers  started  the  revolution;  in  Syria,  the  Am^r  played 
a  decisive  role  in  forming  the  union  with  Egypt.  It  is  possible 
also  that  seme  day  a  shift  in  the  political  power  relations  of  Af¬ 
ghanistan,  vrhich  still  exists  under  a  feudal  system,  will  be  brought 
about  by  the  Irroy.  In  view  of  the  great  political  importance  which 
the  military  occupies  in  the  domestic  power  struggles  of  the  under¬ 
developed  countries,  it  is  all  the  more  remarkable  that  the  Commu¬ 
nist  bloc  possesses  in  Afghanistan,  for  example,  a  practical  mono¬ 
poly  of  the  military  field.  The  Vfer  College  of  Kabul  which  for 
decades  employed  Turkish  officers  as  instructors  has  today  already 
a  number  of  Soviet  instructors.  A  ranking  Soviet  officers  whose 
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official  mission  is  to  supervise  the  storing  and  servicing  of  the 
railitaiy  equipment  delivered  by  the  USSR  regularly  attends,  accord¬ 
ing  to  unofficial  reports,  the  sessions  of  the  Afghanistan  General 
Staff.  Officers  and  men  are  instructed  in  the  use  of  Soviet  tanks 
by  Soviet  instructors.  The  Afghanistan  Air  Force  is  largely  equip¬ 
ped  with  Soviet  planes  while  the  flying  personnel  is  being  trained 
by  Soviet  instructors.  In  all  these  areas,  a  number  of  possibili¬ 
ties  exist  already  for  influencing  the  Afghanistan  Army  with  the 
Soviet  point  of  view.  Undoubtedly,  the  infiltration  of  the  Anry 
in  Afghanistan  is  an  exceptional  case.  Egypt  and  Syria  were  largely 
able  to  restrict  the  influence  of  Soviet  military  advisers  to  tech¬ 
nical  problems.  HoxJ  far  such  influence  has  grown  in  Iraq,  where 
some  dozen  Soviet  instructors  arrived  simultaneously  with  the  de¬ 
livery  of  military  equipment,  especially  torpedo  boats  and  other 
naval  vessels,  is  difficult  to  assess. 

It  is  also  questionable  whether  or  not  the  military  equip¬ 
ment  sent  by  the  USSR  and  Czechoslovakia  corresponds  in  its  compo¬ 
sition  to  the  requirements  of  the  underdeveloped  co^^ntries.  It  is 
probablj'’  reasonable  to  assume  that  most  underdeveloped  countries 
malce  large  expenditures  to  build  or  maintain  an  amy.  The  economic 
liabilities  resultjjig  from  these  expenditures  must  probably  also 
be  considered  as  inevitable.  Even  if  the  contribution  of  the  array 
to  the  economic  and  social  development  of  a  country  turns  out  to  be 
a  positive  one,  it  is  still  questionable  if  the  large  shipments 
of  heavy  military  equipment  such  as  those  made  by  the  Communist  bloc 
ever  leave  the  storage  stage  to  be  used  for  training  purposes.  For 
example,  heavy  military  equipment  cannot  be  used  in  Afghanistan  either 
for  police  actions  against  nomadic  tribes  nor,  for  that  matter,  in 
any  sensible  manner  in  view  of  the  inadequate  transport  conditions. 

It  is  doubtful,  furthermore,  if  the  Afghanistan  Army  will  ever  reach 
the  numbers  that  would  allorir  the  use  of  the  large  amount  of  military 
equipment  stored  today  in  Afghanistan,  even  if  it  was  only  for 
training  purposes.  On  the  other  hand,  there  are  still  a  large 
number  of  young  persons  today  in  Afghanistan  which  cannot  be  called 
to  military  service  since  there  are  not  enough  uniforms  and  rifles. 

This  uneven  composition  of  military  shipments  is  not  only 
typical  for  Afghanistan  but  also  for  Egypt  where  one  can  find  great 
storage  places  for  tanks  and  anti-aircraft  weapons  in  the  desert 
without  any  of  these  being  used  even  for  training'  purposes.  The 
USSR  has  obviously  no  interest  in  recommending  to  the  army  offi¬ 
cials  in  underdeveloped  countries  weapxjns  suitable  to  the  conditions 
of  those  countries.  Undoubtedly,  the  USSR  follows  in  this  the  -wishes 
of  the  ruling  mili-tary  class  in  underdeveloped  countries,  whose  of¬ 
ficers  are  intent  mainly  upon  military  equipment  that  is  as  hea'vy 
and  modem  as  possible.  In  taking  the  modernly  equipped  armies 
of  the  Estern  industrial  countries  as  a  model,  the  underdeveloped 
countries  often  forget,  as  is  obvious  from  conversations  with 
officers  in  'these  countries,  that  the  army,  under  the  conditions 
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of  underdevelopuent  should  not  only  serve  prestige  and  defense  pur¬ 
poses  but  also  aid  in  the  econcxnic  and  social  development  process 
of  the  particular  country.  The  officers  responsible  are  diverted 
from  this  latter  task  just  through  the  delivery  of  heavy  military 
equipment;  they  cannot  include  the  antiy  in  the  educational  process 
or  use  the  army  to  train  development  groups  which  can  carry  on  de- 
velopient  projects  in  the  villages  after  release  frcm  the  amy. 

The  reorganization  of  Soviet  military  forces,  which  expres¬ 
ses  itself  also  in  the  gradual  release  of  one  million  soldiers,  re¬ 
sulted  in  the  accumulation  of  a  large  amount  of  conventional  wea¬ 
pons  ijhich  Cannot  be  used  any  longer  in  the  Soviet  Amy.  It  is 
probable  that  the  USSR  will  export  these  weapons  to  underdeveloped 
countries  and  that  the  military  aid  of  the  Communist  bloc  will  thus 
be  considerably  increased  in  the  next  few  years.  On  the  other 
hand*  it  must  be  noted  that  the  Soviet  government  reacted  very  cau¬ 
tiously  to  Cuban  wishes  for  further  ams  shipments  in  early  I96O, 

But  several  weeks  later*  Egypt  received  the  most  modern  fighter  planes 
and  Iraq  a  number  of  torpedo  boats  which  are  to  be  supplemented  with 
further  shipments  for  the  fomation  Of  an  Iraqui  nhvy. 

Characteristics  of  Communist  Bloc  Aid 

It  is  characteristic  of  Communist-bloc  policy  vis-a-vis  the 
underdeveloped  countries  that  those  procedures  are  avoided  which 
in  the  years  past  handicapped  Western  aid  programs.  Before  the  be¬ 
ginning  of  the  aid  programs,  the  USSR  studied  not  only  the  condi¬ 
tions  in  underdeveloped  areas  but  also  the  strengths  and  weaknesses 
of  Western  aid  prograiis.  The  Communist  bloc  was  thus  in  a  position 
to  avoid  the  mistakes  and  errors  of  Western  politics  which  lead 
to  disappointments  both  in  underdeveloped  countries  and  in  the 
Western  industrial  countries  themselves.  Such  studies  also  pointed- 
up  certain  features  of  Communist  aid  which  were  in  contrast  to 
Western  programs  and  could  thus  be  exploited  for  propaganda  pur¬ 
poses,  The  Communist  bloc  was  aided  in  these  efforts  by  the  fact 
that  the  Western  countries  had  to  gather  first-hand  experiences 
in  the  post  war  years  and  that  the  West  was  often  compelled  to  bring 
diverging  interests  into  harmony.  The  often  unjustified  complaints 
heard  in  underdeveloped  countries  with  respect  to  Western  aid  pro¬ 
grams  were  very  cleverly  exploited  by  the  Communist  bloc  in  its 
ovm  actions.  An  example  may  shed  some  light  on  this  matter: 

Various  rinderdeveloped  countries  complained  particularly 
with  projects  carried  out  by  Western  private  firms  that  certain 
equipment  parts  were  delivered  and  invoiced  even  vrhen  it  was  possible 
to  obtain  these  parts  in  the  underdeveloped  country  itself.  This 
led  the  Communist  bloc  to  emphasize  in  all  negotiations  with  under¬ 
developed  countries  that  it  would  deliver  only  such  equipient 
and  installations  as  could  not  be  obtained  in  the  underdeveloped 
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country  linder  any  circumstances.  Sometimes  a  clause  was  inserted 
in  the  contract  which  obliged  the  underdeveloped  country  to  fur¬ 
nish  as  far  as  possible  all  required  materials  and  services  from  its 
own  resources.  The  authorities  in  underdeveloped  countries  were 
often  astonished  about  the  precise  suggestions  regarding  the  man¬ 
ner  in  which  shipments  from  the  Ccanmunist  bloc  could  be  kept  small 
and  how  the  facilities  existing  in  the  country  could  be  used  as 
far  as  possible  for  tlie  project  underdiscussion. 

Utilization  of  Bnergency  Situations 

Particularly  in  the  first  years  of  foreign  aid,  the  actions 
of  the  Communist  bloc  were  almost  always  based  upon  crisis  situat¬ 
ions,  which  resulted  frati  given  world  market  conditions,  as  well 
as  from  the  "errors"  of  Western  politics,  which  were  often  errors 
only  from  the  point  of  vlen  of  the  underdeveloped  country.  For 
example,  when  the  world  market  situation  with  Tespect  to  rice  was 
very  unfavorable  for  the  producing  countries  in  195^ »  the  USSR  and 
other  Communist  co\mtries  offered  Burma  —  one  of  the  largest  rice- 
producing  country  —  to  import  large  quantities  of  rice.  These 
premises  were  at  tM.  time  'taken  by  Burma  as  a  real  aid  for  deve¬ 
lopment,  Even  if  Burma  became  rather  disappointed  with  Cbmraunist 
bloc  trade,  these  imports  nevertheless  represented  the  beginning 
of  Conmunist  aid  for  Burma.  The  Communist  countries  behaved  simi¬ 
larly  towards  Iceland  with  respect  to  fish  products  and  towards 
Sgypt  with  respect  to  cotton  exports. 

But  foreign  aid  did  not  only  begin  in  the  economic  sector 
xd.th  the  exploi'tation  of  certain  "market  conditions.”  In  the  diffi¬ 
culties  that  arose  between  Egypt  and  the  Western  industrial  countries, 
leading  eventually  to  the  Suez  crisis,  the  Communist  bloc  took  an 
early  part  through  making  shipments  of  military  equipment.  The 
military  aid  of  'the  Communist  bloc  is  almost  exclusively  based  upon 
the  exploitation  of  political  situations  which  prevented  the  Western 
countries,  for  example,  fx'om  fulfilling  the  wishes  of  various  under¬ 
developed  countries  for  arms  shipments.  Thus,  arms  could  not  be 
delivered  to  Egypt  because  it  would  have  increased  the  danger  of 
an  attack  upon  Israel,  Similar  conditions  obtained  in  Afghanis'tan 
which  is  politically  sharply  opposed  to  Palcistan.  In  Indonesia  it 
was  feared  that  certain  radical  groups  would  be  enabled  by  Western 
ams  shipnents  to  expand  domstic  diffibulties  into  civil  war.  In 
all  these  cases,  the  USSR  secured  for  itself  the  beginning  of 
friendly  relations  on  -tlie  basis  of  unconditional  shipments  of  arms , 
thus  politically^  outmaneuvouring  the  Western  industrial  countries. 

The  more  intensive  the  relations  between  "the  Communist  bloc 
and  the  underdeveloped  countries  become,  the  less  opportunity  there 
will  be  for  the  exploitation  of  certain  economic  and  political  cri¬ 
sis  situations.  The  greatest  part  of  Soviet  credit  premises  in  the 
last  few  years,  e.g,,  the  large  credits  to  India  and  Egypt,  are  no 
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longer  based  on  the  exploitation  of  such  situations.  As  far  as 
the  policy  mistakes  of  the  Western  countries  are  concerned,  it  must 
be  noted  that  the  Western  countries  are  active  in  all  areas  of  for¬ 
eign  aid  in  practicallj''  all  tinderdeveloped  countries  and  that  this 
necessarily  —  particularly  in  former  colonies  and  areas  still  po¬ 
litically  dependent  —  often  leads  to  decisions  which  prove  unac¬ 
ceptable  to  the  underdeveloped  countries.  In  contrast,  the  Commu¬ 
nist  bloc  has  so  far  been  active  in  only  a  few  underdeveloped  coun¬ 
tries  and  that  to  an  extent  which  in  most  cases  does  not  correspond 
to  the  extent  of  Western  efforts.  The  opportunities  to  make  mistakes 
and  cause  diffibulties  has  thus  been  far  less  for  the  Communist  bloc 
up  to  now  than  for  the  Western  countries.  The  advantages,  which  the 
Comramiist  bloc  has  draxiin  from  crisis  situations,  will  become  fewer 
the  more  intensive  the  relations  to  the  underdeveloped  countries 
grow.  Indeed,  the  time  may  not  be  far  off  when  the  Western  coun¬ 
tries  may  be  able  to  gain  advantages  from  false  moves  of  the  Com¬ 
munists,  at  least  jn  those  oountries  which  trade  heavily  with  the 
Camiiunist  bloc  and  also  receive  economic  aid  from  that  quarter. 
Finally,  it  must  not  be  overlooked  that  the  Western  aid  programs 
will  be  furthered  and  improved  through  the  existence  of  the  foreign 
aid  programs  of  the  Communist  bloc. 

Methods  Used  to  Begin  or  to  Intensify  Relations  with 
Underdeveloped  Areas 

The  analysis  of  Communist  financial  aid  according  to  re¬ 
ceiving  countries  has  shown  that  the  predominant  part  of  financial 
and  technical  aid  was  granted  to  coxintries  which  possess  relative¬ 
ly  high  economic  potential  and  a  large  population.  More  than  one 
half  of  Coimuunist  aid  went  to  such  countries,  i.e,,  India  and  the 
UAR,  But  this  does  not  mean  that  the  Communist  bloc  has  neglected 
relatively  small  and  politically  insignificant  underdeveloped  coun¬ 
tries,  From  the  last  seven  years  of  Communist  aid,  one  can  rather 
draw  the  conclusion  that  Soviet  efforts  x^ere  concentrated  on  coun¬ 
tries  where  even  relatively  small  amounts  of  foreign  aid  would  be 
of  great  importance  bec|.use  of  the  small  size  of  those  countries, 
Yemen,  for  instance,  received  credits  of  only  50  million  dollars; 
trade  agreements  xrere  also  kept  small  because  of  the  modest  export 
potential  of  this  country.  Nevertheless,  Comi-nunist  aid  for  Yemen 
was  highly  effective.  A  growing  part  of  the  foreign  trade  is  al¬ 
ready'’  conducted  with  the  Communist  bloc ,  almost  all  the  large  de- 
velopnent  projects  are  carried  out  by  the  Communist  bloc,  and  the 
number  of  Communist  experts  is  mary  tjjnes  that  of  Western ' experts , 
Thus,  the  Communist  bloc  was  able  to  gain  a  foothold  in^Yemen*>» 
rathout  making  great  expenditures.  Conditions  are  similar., ilj  Aft 
ghanistan  which,  however,  has  always  belonged  geographically  to 
the  traditional  sphere  of  Soviet  influence.  In  both  countries, 
ttie  Communist  bloc  was  also  able  to  create  opportunities  for  in- 
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tervention  in  domestic  politics  through  the  granting  of  military 

Irrespective  of  whether  or  not  the  Communist 
a  particular  crisis  in  establishing  relations  to  an  underdeveloped 
coLW  or  based  its  decisions  upon  the  diffe^-®ntial  ^imcal  and 

economic  importance  of  the  underdeveloped  .^^^’"prevail- 

countries  use  different  methods  of  approach  corresponding  to  prevail 

ing  conditions .  Four  such  methods  may  be  distinguished  a^nroach 

First:  With  a  number  of  underdeveloped  countries  ^^/p^oach 

consisted  in  beginning  trade  relations  only,  or 

Se  the  extract  between  Czechoslovakia  and  Brazil  (1952),  USSR- 
Ar«nS^a  MM).  OSSS-Drap.ay  (1956).  Thus,  the  Oo™.mlst  bloo 
KeSan  nnlv  relatively  late  to  offer  economic  aid  to  I-atin  America. 
Besides  Argentina,  Cuba  was  offered  development  credit  (100-raillion 
dSiars  in  February  I960).  The  intensification  of  the  Communist 
efforts  toward  Latin  America  since  1959  leads  one  to  expect 

offS  to  Latin  America,  probably  to  Brazil  before  long.  (It 
If  interesting  to  nSe  in  this  connection  that  even  political  groups 
X  SmsSiy^  are  already  striving  to  secure  eoononio  axd  iron 

the  Oa»^st  of  approach  consisted 

in  the  granting  of  military  aid.  Trading  followed  as  a 
of  military  shipnents  which  had  to  be  repaid  in  the  form  o  g 
ELSmic  Sd  in^he  form  of  ctedits  and  technical  assistance  was 
then  also  introduced  relatively  late.  This  was  particularly  tme 
ff  tS  irf il  areas,  especially  Egypt  and  Syria,  ^^ose  hea^  trad- 
±n^  with  the  Communist  bloc  during  the  first  years  can 
+o^  almost  exclusively  to  the  necessity  of  paying  for  ams  with  th 
Sp^rofToSrihe  loans  made  to  Egypt  and  Syria  have  ^de  an 
imo^t  on  the  export  trade  of  these  countries  only  since  1959. 

^  Third*  A  number  of  underdeyeloped  countries  were  approached 
by  the  0«;Lt  bS.  especially  the  >JSSa.  through  offers  ot^  - 
rous  aid  which  then  resulted  in  an  intensification  of  the  ®xchang 
of  goods.  The  economic  and  technical  relations  mth  India,  Ind  - 
nesia  and  Ceylon  were  thus  really  established  only  through  the 

granting^o^Soviet^^edits.^^^^^  have  just  gained  their  political 

independence  or  —  as  in  the  case  of  Iraq  —  offered  prticularly 
favorable  conditions  for  establishing  close  contacts  ® 

revolutions  at  home,  are  approached  by  bloc  jd 

methods  simultaneously.  This  form  of  establishing  r 
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underdeveloped  countries  TJill  be  particularly  important  in  years  to 
come,  when  former  colonies  will  gain  their  political  independence. 
In  i960  alone,  at  least  five  new  nations  will  be  founded  in  Africa 
(Cameroon,  Togo,  Nigeria,  Congo  and  Somalia).  Thus  it  is  very  im¬ 
portant  today  to  gain  some  understanding  of  the  methods  used  by  the 
Communist  bloc  to  gain  a  foothold  in  such  countries .  The  example 
of  Guinea,  which  became  independent  in  1958,  shows  how  carefully 
the  Communist  bloc  follows  developments  iri  the  countries  just  about 
to  gain  their  independence  and  how  very  skillfully  the  Communist 
bloc  uses  all  political  and  economic  weapons  at  its  command  in 
these  cases.  Because  of  the  fundamental  importance  which  the  case 
of  Guinea  will  have  in  the  next  few  years,  it  tirill  be  described 
here  more  fully. 


The  case  of  Guinea 

The  young  republic  of  Guinea  was  faded  in  October  1958  with 
practical  ruin  through  the  sudden  blocking  of  French  aid,  the  de¬ 
parture  of  French  officials  and  troops  and  through  the  cessation 
of  economic  relations  with  France*  The  actions  Of  the  Communist 
bloc,  which  l^egan  immediately,  weie  thus  all  the  more  important. 
While  France  asked  its  allies  to  watch  developients  in  Guinea  firet. 
thus  bringing  about  the  temporary  isolation  of  that  country,  all 
Communist  countries  together  with  the  Afro-Asian  nations  gave  imme¬ 
diate  recognition  to  Guinea.  Only  a  few  days  later,  a  comprehen¬ 
sive  exchange  of  delegations  began  between  the  Communist  bloc  and 
Guinea.  Diplomatic  representation  was  arranged  for  rapidly,  so 
that  within  a  few  weeks  almost  all  the  Communist  countries  were 
represented  in  Guinea.  Since  Guinea  is  economically  largely  de¬ 
pendent  upon  its  traditional  export  products,  the  arrival  of  trade 
delegations  from  the  Communist  bloc  was  particularly  welcome,  A 
few  weeks  after  independence,  in  November  1958,  trade  or  exchange 
agreements  were  signed  with  Czechoslovakia  and  East  Germany.  The 
agreement  between  Guinea  and  East  Germany  signed  17  November  1958 
arranged  for  trade  and  cultural  exchanges,  as  well  as  the  establish¬ 
ment  of  trade  delegations.  It  specified  shipments  of  textiles,  which 
before  had  come  almost  exclusively  from  France,  consumer  goods, 
chemical  products  and  light  industrial  equipaent  against  bananas, 
coffee  and  vegetable  oil  produce.  The  agreement  with  Czechoslo¬ 
vakia  specified  a  similar  line  of  goods. 

Since  the  French  armed  forces  left  the  native  troops  in 
Guinea  practically  without  weapons,  the  government  was  paeticu- 
larly  relieved  when  Czechoslovakia  was  immediately  prepared  to  ship 
2,000  rifles  and  armored  vehicles  to  arm  at  least  a  part  of  the 
troops,  so  that  these  could  deal  with  possible  sources  of  disquiet. 

At  the  same  time,  Czech  officers  were  sent  as  instructors  to  Guinea. 
When  trade  agreements  were  also  signed  in  Febmiary  1959  with  the 
USSR  and  Poland,  a  standstill  of  economic  activity  in  Guinea  was 
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prevented  and  the  sale  of  traditional  export  products  was  secured. 

The  greatest  danger  facing  the  young  nation,  namely  that  of  eco¬ 
nomic  and  political  isolation  through  Fra.nce,  was  thus  removed. 

Half  a  year  later,  in  June  1959 f  a  trade  agreement  was  signed 
with  Hungary  and  in  the  following  month  an  agreement  with  Czechos¬ 
lovakia  which  Is  to  run  to  the  end  of  1961.  The  USSR  then  offered 
the  government  of  Guinea  in  August  1959  a  credit,  in  the  amount  of 
140  million  rubles  at .an  interest  rate  of  2.5^  for, a  period  of 
12  years.  This  agreement  was  signed  in  October,  In  conjunction 
with  the, trip  of  the  President  of  Guinea  through  a  number  of  Com¬ 
munist  countries,  the  USSR  reached  an  agreement  in  November  with 
Guinea  on  cultural  exchange  programs  which  are  to  include  the  ex¬ 
change  of  information  in  the  fields  of  literature,  the  arts,  science, 
education  and  sports,  as  well  as  the  mutual  exchange  of  delegations 
of  experts,  students  and  teachers. 

An  agreement  was  signed  in  November  1959  with  Czechoslova¬ 
kia  Tdiich  also  included  arrangements  for  scientific  and  technical 
cooperation. 

It  is  significant  that  the  trade  agreements  between  the  Com¬ 
munist  bloc  and  Guinea  offered  practically  all  the  goods  essential 
for  Guinea  from  the  Communist  countries  and  that  the  traditional 
export  products  of  Guinea  were  accepted  as  payment  for  these  ship¬ 
ments.  For  example,  the  USSR  is  to  deliver  industrial  equipient, 
engines,  agricultural  machines,  metal  products,  petroleum  products, 
Imber  and  various  other  products ,  partially  within  the  framework 
of  the  credit  agreement.  In  exchange,  Guinea  is  sending  coffee, 
bananas,  pineapple,  vegetable  oil  produce,  etc.  A  number  of  Com¬ 
munist  experts  have  arrived  in  Guinea  within  the,  framework  of  the 
trade  agreements.  Thus,  the  director  of  the  agency  administer¬ 
ing  the  mines  is  a  Polish  engineer,  Soviet  geologists  are  working 
at  an  inventory  of  natural  resources,  Czechoslovakia  has  assumed  the 
training  of  skilled  workers  and  offered  a  number  of  scholarships 
for  university  studies  in  Czechoslovakia,  Chinese  advisers  work 
on  the  improvement,  of  rice  fields.  A  shipping  line  between  Lenin¬ 
grad  and  Conakry  was  also  established. 

This  example  shows  that  the  Conmunist  bloc  entered  Guinea 
with  its  entire,  arsenal  of  economic  and  political  resources.  The 
actions  of  the  Communist  bloc  reached  from  the  immediate  and  uncon¬ 
ditional  political  recognition  and  the  installation  of  diplomatic 
representatives  over  the  immediate  signing  of  exchange  and  trade 
agreements  to  generous  offers  of  financial,  technical  and  military 
aid.  The  Communist  bloc  thus  gained  enormous  influence  in  an  area 
in  which  two  years  earlier  no  one  even  thought  about  the  mere  appear¬ 
ance  of  the  Communist  bloc.  The  case  of  Guinea  shows  how  much  the 
West  must  reckon  with  the  determination  of  the  Conuiunist  bloc  to 
use  its  entire  influence  and  resources  with  foresight  and  concen¬ 
tration  particularly  in  those  African  areas  which  will  receive, 
their  independence  in  the  next  few  years. 
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centralized  Organization  of  Foreign  Aid 

The  concentrated  application  of  all  economic  and  develop¬ 
mental  means  to  all  critical  points  is  made  possible  by  the  centra¬ 
lized  organization  of  foreign  aid  which,  like  all  institutions  of 
the  Communist  bloc ,  is  organized  according  to  the  principles  of  a 
centrally  planned  economy.  In  some  East  European  countries,  the 
ministries  of  commerce  are  the  fountainheads  for  all  questions  of 
foreign  aid.  This  is  justified  in  these  countries  particularly 
because  the  granting  of  financial  and  technical  aid  occurs  most 
often  in  conjunction  with  trade  transactions.  In  the  USSR,  on  the 
other  hand,  a  special  State  Committee  for  Foreign  Economic  Rglations 
was  established  in  1957  under  the  Soviet  Council  of  Ministers. 

This  Committee  is  the  highest  authority  of  the  Soviet  foreign  aid 
organization*  All  important  negotiations  with  underdeveloped  cotm- 
tries  are  conducted  by  one  of  the  members  of  this  committee.  The 
granting  Of  military  aid  is  also  in  .its  hands.  The  various  depart¬ 
ments  of  this  administration  are  based  on  geographical  and  factual 
areas  (e.g.,  industrial  problems,  transport,  agriculture,  etc.). 
Beyond  this  streamlined  organization  of  foreign  aid  in  the  various 
Communist  bloc  countries,  the  conation  Communist  system  guarantees 
also  the  rapid  coordination  of  special  political  actions  to  be  ta¬ 
ken  within  the  framework  of  the  entire  Communist  bloc.  In  the  ecb- 
nomic  area  there  is  still  a  lack  of  a  central  coordinating  agency, 
although  CEMA  allows  a  certain  amount  of  Coordination  which  can 
also  be  effective  for  the  foreign  aid  effort  (this  will  be  discus¬ 
sed  in  greater  detail  below). 

The  centralized  organization  of  foreign  aid,  typical  of  the 
Communist  system  of  government,  allows  not  only  the  concentrated  . 
application  of  all  forms  of  aid  but  sillows  the  authorities  of  the 
Communist  bloc  also  to  engage  in  long-term  planning  of  their  actions 
toward  the  underdeveloped  countries.  In  this  undoubtedly  lies  a 
certain  advantage  as  compared  with  the  organizations  in  the  Western 
countries  where  the  responsible  administrations  must  rely  upon  the 
yearly  appropriations  of  the  budget.  Of  particular  propagandistic 
value  vis-a-vis  the  underdeveloped  countries  is  also  the  fact  that 
the  mass  media  in  the  Communist  bloc  are  centrally  controlled  while 
in  the  Western  countries  goveramental  efforts  with  regard  to  for¬ 
eign  aid  are  open  to  public  attack  and  criticism  by  the  press  and 
radio  as  well  as  by  the  various  lobbies,  taxpayers,  etc.  Such 
criticisms  are  then  reproduced  in  the  press  of  the  underdeveloped 
countries  where  they  evoke  the  impression  that  the  Western  countries 
are  not  really  prepared  to  help  the  underdeveloped  countries  with¬ 
out  "attaching  strings." 

The  centralized  organization  extends  also  into  the  purely 
technical  areas  concerned  with  the  execution  of  individual  pro¬ 
jects,  Characteristic  of  this  feature  are  the  two  Soviet  foreign 


trade  agencies  "Technoexport"  and  "Techno-promexport."  These  agen¬ 
cies  possess  long  and  comprehensive  experience  which  can  withstand 
any  comparison  with  European-American  corporations  and  advisory 
organizations#  An  understanding  of  the  comprehensive  activities  of 
these  two  agencies  is  conveyed  by  the  statements  of  the  chairman 
of  the  "All-Union  Association  Tekhnoexport",  Mr.  N.  Melnikov  (cf, 
Vnesnyaya  Torgovl*ya.  Moscow,  Vol  27,  No  2,  February  1957,  pages 
5-7;  cf.  also  Pravda.  Moscow,  Vol  48,  No  40,  February  I960,  pages 
3-4),  Accordingly,  until  1957  contracts  for  the  planning  and  de¬ 
livery  of  over  500  industrial  installations  as  well  as  for  the  train¬ 
ing  of  workers  and  supervisory  personnel  were  negotiated,  predomi¬ 
nantly  with  other  Ccsnmunist  countries  but  later  also  with  various 
underdeveloped  countries  (especially  Afghanistan,  India  and  Egypt), 

A  large  part  of  these  contracts  have  been  fulfilled  in  the  nieantime. 
Among  these  installations  were  26  factories  for  the  production  of 
steel  and  steel  products,  28  installations  for  the  coal  mining  in¬ 
dustry,  29  for  the  chemical  industry,  60  Diesel  and  water  power  in¬ 
stallations  with  a  capacity  of  4,000-700,000  kw  as  well  as  numerous 
further  installations  for  the  heavy  and  automobile  industry,  machine 
industry,  food,  electrical  and  pharmaceutical  industries,  building 
and  cement  industries,  for  telecommunications  and  railway  systems, 
the  film  industry,  etc.  In  underdeveloped  countries,  the  following 
installations  were  planned  or  erected;  a  steel  works  and  a  machine 
tool  factory,  as  well  as  a  series  of  other  industrial  installations 
in  India;  hydro- power  works,  dams,  automobile  repair  ships,  mills 
and  a  large  bakery, 

Tliis  enormous  variety  of  activity  spheres  is  made  organiza¬ 
tionally  possible  through  the  inclusion  by  the  foreign  trade  agencies 
of  over  40  so-called  main  suppliers.  The  latter  undertake  the  tech¬ 
nical  planning  and  also  carry  out  geological  surveys  if  so  request¬ 
ed,  make  the  decisions  regarding  the  choice  of  a  favorable  site  and 
complete  all  other  preliminary  tasks.  After  the  acceptance  of  the 
project  plans  and  the  composition  of  the  equipment  necessary  for  a 
particular  project,  the  main  suppliers  and  the  foreign  trade  agen¬ 
cies  jointly  draw  up  detailed  lists  of  parts  which  enumerate  all 
equipment,  apparatus,  materials,  etc.,  necessary  for  the  execution 
of  the  project.  These  lists  incidentally  are  signed  and  appended 
to  the  respective  foreign  trade  contracts.  The  purchaser  is  then 
enabled  to  strike  from  these  lists  all  equipment  that  can  be  pro¬ 
duced  in  the  underdeveloped  country  itself.  Contracts  are  then 
given  by  the  main  suppliers  through  the  foreign  trade  departments 
of  the  respective  ministries  to  individual  producers.  The  account¬ 
ing  with  the  sub-contractors  as  well  as  the  control  and  inspection 
of  tlie  equipment,  and  supervision  of  delivery  dates,  etc.,  is  also 
undertaken  by  the  main  suppliers.  Thus,  the  manufacturer  itself 
does  not  appear  at  all  in  the  external  aspects  of  the  transactions . 
The  foreign  trade  agencies  assume  the  necessary  guarantees  which 
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are  generally  given  for  18  months  from  date  of  shipment  and  for  12 
months  frcai  the  date  of  the  beginning  of  operations. 

The  foreign  aid  of  the  USSR  for  underdeveloped  areas  is  thus 
based  predominantly  upon  an  organization  which  has  proven  itself  for 
many  years  particularly  in  the  East  European  countries,  in  China, 
North  Korea  and  North  Vietnam.  The  foreign  trade  agencies  are  si¬ 
milarly  responsible  for  the  central  direction  of  the  training  of 
workers  and  supervisory  personnel  for  development  projects.  This 
form  of  organization  also  allows  the  application  of  industrial  stan¬ 
dards  principles  which  extends  even  to  the  erection  of  steel  and 
hydropower  works.  It  is  significant  here  that  this  allows  the  Com¬ 
munist  bloc  to  deliver  even  large  industrial  installations  practi¬ 
cally  ready-made.  Even  the  largest  corporations  in  Western  coun¬ 
tries  can  normally  not  command  such  a  volume.  Thus,  in  the  West  con¬ 
stant  difficulties  arise  in  working  with  other  firms,  particularly 
in  employing  sub-contractors,  which  are  largely  eliminated  in  the 
Communist  bloc.  In  underdeveloped  Countries,  the  impression  is  thus 
often  created  that  the  industi:^  of  the  Communist  bloc  shows  a  bdtter 
performance  than  industry  in  Westerh  countries.  This  impression 
is  often  reinforced  by  the  fact  that  the  financing  is  often  orga¬ 
nizationally  separate  in  Western  countries  from  the  planning  and 
the  latter  separate  from  the  actual  execution  of  the  project.  For 
example,  if  the  USSR  xmdertakes  a  project,  there  is  practically 
only  one  representative,  namely  the  foreign- trade  agency,  while 
otherid.se  it  is  necessary  to  negotiate  separately  with  banks  and 
governments  regarding  financing,  with  advisory  organisations  re¬ 
garding  planning  and  with  industrial  firms  regarding  the  technical 
execution  of  the  project. 

It  follows  also  frcM  the  centralized  organizational  form 
that  all  transactions  within  the  foreign  trade  program  are  made 
under  s'tandard  conditions  at  least  for  each  Individual  Ccromunist 
country.  For  example,  the  USSR  often  uses  the  general  formula 
"general  conditions"  to  simplify  the  ratification  of  an  agreement. 
These  conditions  regulate  all  legal  relations  between  supplier 
and  purchaser,  i.e. ,  between  the  legal  parties  which  are  immediately 
responsible  for  the  fulfillment  of  the  contractual  obligations. 

They  specify  further  the  execution  of  planning  activities,  the  send¬ 
ing  and  payment  for  Soviet  specialists,  the  delivery  of  machines, 
equipment  and  building  materials,  the  handling  of  claims,  the  tech¬ 
nical  training  of  foreign  specialists  in  the  USSR,  the  accounting 
procedures  between  supplier  and  purchaser,  the  arbitration  of  pos¬ 
sible  difficulties,  etc.  The  use  of  patents  and  licenses,  for  which 
compensation  is  usually  not  demanded,  is  also  regulated  according 
to  standard  considerations  (see  Note). 

([Note;]  Thus,  the  agreement  with  Egypt,  dated  29  January 
1958,  states  that  the  Soviet  organization  is  handing  the  government 
of  the  Republic  of  Egypt  plans  and  descriptions  of  technical  proces- 


ses  necessarj'-  for  the  starting  of  production  of  the  installations 
delivered  by  the  Soviets.  The  documents  are  gratis  except  for  the 
cost  of  producing  them  and  sending  them  to  Sgypt.  The  clauses  con- 
ceraing  the  use  of  patents  and  licences  usually  contain  the  stipula¬ 
tion  that  these  documents  may  be  used  within  the  boundaries  of  the 
given  country  for  the  manufacture  of  goods  in  the  installations 
built  with  Soviet  aid,  but  that  they  may  not  be  transmitted  to  any 
"natural  or  legal"  persons  outside  the  boundaries  of  the  countiy. ) 

GWiA  Tasks  Within  the  Framework  of  Foreign  Aid 

The  question  whether  or  not  the  economic  aid  of  the  entire 
Ccstimunist  bloc  is  centrally  directed  cannot  be  unequivocally  ans¬ 
wered.  Undoubtedly,  the  ministries  within  the  Communist  bloc  res¬ 
ponsible  for  foreign  aid  exchange  ideas  intensively  whereby- direct¬ 
ions  from  Soviet  agencies  must  probably  be  followed  by  the  minis¬ 
tries  of  the  East  European  countries*  In  addition,  there  are  a 
number  of  agencies  within  the  Ccxnmunist  bloc  which  are  responsible 
for  the  integration  of  economic  aid  efforts.  The  best  known  of 
these  is  the  Council  for  Economic  Mutual  Assistance  (CEMA),  which 
was  founded  in  19^9 •  The  authority  invested  in  this  organization , 
to  which  China  and  the  other  Asiatic  Communist  republics  do  not 
belong,  has  generally  been  exaggerated.  The  agreements  and  con¬ 
clusions  reached  by  the  Council  are  not  legally  binding  on  the 
various  partners.  They  must  be  taken  rather  as  recommendations.  It 
has  not  been  possible  to  date  to  achieve  closer  economic  integra¬ 
tion  through  C0iA.  For  example,  there  is  still  no  free  converti¬ 
bility  of  the  currencies  of  the  Communist  bloc  (for  a  comprehensive 
report  bn  CS^A ,  see  Theodor  Zotschew,  "The  Council  for  Economic 
Mutual  Assistance  (Cd-IBCON)  as  an  Instiniraent  for  the  Economic 
Integration  and  World  Economic  Expansion  of  the  Communist  Bloc," 
in  Sudost-Europa-Jahrbuch .  I-Junich,  1958.)  It  is  characteristic  of 
the  limited  function  and  efficacy  of  CEMA  that  it  has  not  been  pos¬ 
sible  after  more  than  a  decade  to  remove  the  differential  tariff 
systems  of  the  various  Communist  countries  or  to  remove  altogether 
the  use  of  tariffs  in  the  exchange  of  goods  between  the  countries 
of  the  Communist  bloc.  There  are  also  no  common  price  levels  for 
goods  exchanged  among  the  Communist  covintries,  prices  are  rather 
set  according  to  prevailing  world  market  prices,  as  they  have  al¬ 
ways  been. 

These  facts  show  that  one  should  not  over-estimate  the 
effect  of  CEMA  on  the  trade  and  foreign  aid  for  underdeveloped  coun¬ 
tries.  Nevertheless,  the  actions  of  individual  Communist  countries 
in  underdeveloped  areas  are  frequently  brought  into  agreonent  vrith 
each  other  also  in  the  economic  sector.  This  coordination  is  at 
least  partially  accomplished  through  CEIIA.  It  may  be  noted  that 
the  Communist  couiitries  do  not  compete  with  each  other  in  under- 
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developed  areas.  The  offers  of  econmic  and  technical  aid  are 
frequently  discussed  between  the  ComBiunist  countries  so  that  a  v 
firm  offer  can  be  made  to  an  underdeveloped  country  from  the  very 
beginning  (cf.  also  Karl  C.  Thalheim:  "Methods  and  Problems  of  the 
Payments  System  in  the  Communist  Bloc , "  In  Osteuropa-Wirtschaf t . 

Vol  4,  July  1959»  page  1  ff.)  The  agreements  with  underdeveloped 
countries  sometimes  also  contain  c!}^uses  specifying  that  the  deli¬ 
very  of  goods  or  the  granting  of  technical  aid  may  under  certain  cir 
cumstances  also  be  made  by  another  partner  of  the  Communist  country 
signing  the  agreement.  Such  divisions  of  labor  have  occurred  be¬ 
tween  Poland  and  Czechoslovakia  and  between  the  USSR  and  East  Ger¬ 
many.  A  certain  amount  of  specialization  has  grown  up  particularly 
among  the  East  European  countries,  for  example,  electrical  and  pre¬ 
cision  apparatus  in  East  Germany,  mining  equipment  and  railway 
rolling  stock  in  Poland,  ams  and  certain  factory  equipment  in  Cze- 
chsolovakia,  pipelines  and.  drilling  machines  to  scane  extent  in  Ru¬ 
mania. 

It  is  interesting  in  this  connection  that  at  the  last  meet¬ 
ing  of  CEflA  in  Prague  at  the  end  of  1959  suggestions  were  made  for 
a  further  specialization  in  the  production  of  important  chemical 
equipnent,  certain  machines  and  equipment  for  the  sugar*  meat  and 
paper  industries.  This  growing  division  of  labor  among  the  commu¬ 
nist  countries  in  certain  fields  will  undoubtedly  also  have  impli¬ 
cations  for  the  relations  with  underdeveloped  areas.  It  must  thus 
be  expected  that  Eastern  offers  of  goods  or  economic  aid  will  cease 
to  represent  exclusively  the  offer  of  one  country  but  will  more  and 
more  often  represent  the  combined  offer  of  all  Gommunid;  countries. 

The  cooperation  among  the  Communist  countries  will  bring  about  an 
improvement  in  performance  insofar  as  each  Commixnist  coimtry  has 
the  possibility  to  introduce  and  contractually  secure  the  special 
capacities  of  the  other  members  of  the  Communist  bloc. 

Excellence  of  Public  Relations  Activities 


The  influencing  of  public  opinion  in  underdeveloped  countries 
which  is  systematically  undertaken  by  the  Communist  bloc  without 
regard  to  expense,  cannot  be  exhaustively  defined  by  the  tern  "pro¬ 
paganda."  Soviet  propaganda  reaches  into  all  areas  of  life  and 
is  by  no  means  restricted  to  politics.  Thus,  Soviet  propaganda 
does  not  only  repeat  that  the  Communist  bloc,  in  contrast  to  the 
Western  countries,  recognizes  the  right  of  every  underdeveloped 
country  to  its  own  national  independence  Or  that  progress  in  the 
underdeveloped  countries  can  only  be  brought  about  through  industria¬ 
lization  ("only  the  production  of  the  means  of  production  leads  to 
economic  independence").  Soviet  propaganda  adapts  itself  also  very 
effectively  to  the  circumstances  in  the  economic  sector  by  accus¬ 
ing  the  Western  countries,  for  example,  of  exploiting  the  underde¬ 
veloped  countries  through  a  monopolistic  structuring  of  world  market 
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prices  while  at  the  same  ttoe  coordinating  its  own  exchange  of  goods 
ijith  the  underdeveloped  countries  strictly  according  to  world  market 
prices. 

The  Communist  countries,  moreover,  also  influence  public 
world  opinion  in  an  excellent  manner  with  methods  usually  designated 
as  public  relations  activities  in  Western  countries.  Characteristic 
of  this  trend  is  the  generous  equipment  of  diplomatic  posts,  trade 
delegations,  etc.,  with  money  and  personnel  for  public  relations. 

This  explains  also  the  successful  public- relations  activities  of 
the  Communist  bloc  even  in  those  underdeveloped  countries  where  the 
bloc  is  not  diplomatically  represented.  Even  here,  the  unoffcially. 
represented  Communist  countries  are  frequently  more  successful  than  . 
the  press  agents  of  the  diplomatic  posts  of, Western  countries.  An 
example  is  furnished  by  the  activity  of  East  Germany  in  Brazil, 
Argentina,  Columbia  and  Uruguay,  In  all  these  countries  East 
Germany  maintains  "trade  representatives”  which  have  large  staffs 
and  considerable  financial  means.  Their  public  relations  activi¬ 
ties  does  not  only  include  the  economic  sector  but  also  all  kinds 
of  cultural  and  political  tasks.  Contacts  are  made  ^jith  political 
parties,  unions,  as  well  as  theatres,  sports  clubs,  schools  and  uni¬ 
versities.  The  means  of  gaining  influence  in  all  these  areas  are 
usually  the  generous  distribution  of  brochures,  the  showing  of  films, 
small  exhibitions  and  the  organization  of  lectures.  Although  East 
Germany  maintains  no  diplomatic  relations  with  these  countries ,  the 
above  expenditures  lead  to  successes  that  are  by  no  means  inferior 
to  tliose  obtained  by  the  diplomatic  representatives  of  Western 
countries.  All  Communist  countries  invest  consierably  money  in  this 
manner  to  secure  the  goodxd.ll  of  all  sections  of  the  population. 

In  the  case  of  East  Germany,  there  is  of  course  the  additional  in¬ 
centive  of  securing  economic  and  political  recognition  from  the 
underdeveloped  countries  next  to  the  Federal  Republic  of  Germany 
(See  Note) . 

([Note;]  In  recent  years,  Red  China  has  also  taken  up  an 
intensive  public  relations  campaign  in  underdeveloped  countries. 

Her  efforts  in  the  Arabian  regions  is  an  example.  The  diplomatic 
representatives  of  Red  China  possess  a  great  deal  of  Chinese  xrrit- 
ings  in  Arabic  which  are  usually  given  gratis  to  secondary  and 
college  students,  A  number  of  well-knoxm  Arabian  persons  have  also 
been  invited  to  Red  China.  The  entire  Arab  world,  including  North 
Africa,  is  covered  by  correspondents  of  the  Chinese  news  agency 
"Hsinhua" . ) 

The  Communist  bloc  is  just  as  generous  in  furtherin  the  ex¬ 
change  of  vrell-known  persons  of  the  economic,  political  and  cultural 
spheres.  In  this,  East  Germany  is  also  particularly  strongly  engaged. 
There  is  a  constant  exchange  of  delegations  of  politicians,  econo¬ 
mists,  xjriters,  directors,  sportsmen  and  union  leaders.  The  various 
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Ccmmunist  countries  have  agencies  whose  whole  purpose  it  is  to  follow 
the  dates  of  celebrations,  union  congresses,  teacher  conventions, 
etc.,  in  underdeveloped  countries.  If  it  appears  useful  to  send  a 
delegate  to  one  of  these  occasions,  generous  funds  are  provided 
from  the  budget  for  this  purpose.  For  example,  the  East  German 
labor  union  sent  a  delegation  to  the  congress  of  the  Cuban  labor 
union  in  Havana.  This  systematic  exploitation  of  such  occasions 
does  not  only  furnish  new  contacts  to  the  Communist  cloc,  it  also 
answers  the  desire  of  many  organizations  in  underdeveloped  coun¬ 
tries  for  international  recognition.  It  thus  happens  that  the 
only  representative  from  Europe  at  these  occasions  comes  from  a 
Canmunit  country,  and  that  his  statements  receive  comprehensive 
comment  and  praise  in  the  press  and  radio.  The  West,  on  the  other 
hand,  considers  these  Occasions  to  be  of  provincial  interest  only. 

This  form  of  influencing  the  public  opinion  in  underdeveloped  coun¬ 
tries  has  been  expanded  particularly  in  recent  years. 

Tlie  Communist  countries  pre  particularly  successful  in  work¬ 
ing  with  the  pressi  Study  of  the  newspapers  and  magazines  of  under¬ 
developed  countries  reveals  again  and  again  that  the  construction 
of  a  single  cement  factory  by  Czechoslovakia,  for  example,  is  repeated¬ 
ly  reported  in  detail  in  the  press,  while  the  construction  of  a 
similar  project  by  Belgium,  for  instance,  hardly  receives  even  a 
brief  notice.  Excellent  public  relations  work  is  also  done  at  exhi¬ 
bitions.  The  exhibitions  in  Djakarta,  Cairo  and  Damascus,  Mexico 
Cit3’‘  and  Havana  have  shown  that  the  pavilions  of  the  Communist 
countries,  particularly  the  USSR,  are  often  the  most  imposing.  The 
equipment  shown  in  these  pavilions  has  not  only  commercial  adver¬ 
tising  value  ( such  as  models  of  Soviet  industrial  installations , 
television  cameras  in  action,  film  showings,  home  furnishings, 
etc . ) ,  and  is  not  onlj’'  adapted  to  the  mentality  of  the  given  popu¬ 
lation,  but  is  also  used  consciously  as  a  means  of  demonstrating 
that  the  Communist  coiintries  can  meet  the  needs  of  the  underde¬ 
veloped  nations  for  industrialization  better  than  the  older  indu¬ 
strial  countries.  Besides  the  USSR,  the  efforts  of  the  Czechoslo¬ 
vakia  and  East  Germanjr  in  this  direction  are  particularly  notice¬ 
able,  Experience  \<!±th  the  last  exhibitions  has  also  shown  that 
the  Communist  countries  have  been  successful  to  eliminate  the 
mittkkes  which  appeard  frequently  during  the  first  years  (at  that 
time,  the  personnel  at  the  exliibitions  was  often  not  in  a  position 
to  give  information  regarding  prices,  delivery  times,  and  spare 
parts,  etc.) 


Dubious  Arguments  against  Ccanmunist  Bloc  Aid 

In  discussions  of  the  methods  of  foreign  aid  of  the  Com¬ 
munists,  arguments  have  repeatedly  been  marshalled  which  do  not 
withstand  more  objective  analysis.  Such  arguments  can  only  detract 
from  the  creditability  of  Western  methods.  They  should,  therefore. 


not  be  used,  particularly,  as  the  present  report  has  tried  to  show, 
because  there  are  sufficient  points  which  may  be  reasonable  criti¬ 
cized,  A  number  of  these  arguments  are  described  here  because  they 
also  throw  additional  light  on  peculiarities  of  Soviet  methods. 

An  argment  often  repeated  in  Western  publications  holds 

that  the  technicians  and  advisers  from  the  Communist  bloc  working 
in  underdeveloped  areas  spread  Communist  propaganda  there  and  that 
students  from  underdeveloped  countries  at  universities  in  the  Com- 
m'mist  bloc  are  subjected  to  indoctrination.  From  conversations 
xjith  students  who  have  studied  in  Communist  countries,  as  well  as 
economists  and  technicians  who  have  worked  with  Communist 
experts  in  underdeveloped  areas,  it  is  clear  that  this  argument  is 
not  true.  One  can  see  particularly  in  India  and  Egypt  that  the  Com¬ 
munist  e:^rts  working  in  those  countries  have  apparently  explicit,, 
i^tructions  to  stay  away  frcxn  propaganda  in  their  conversations 
with  the  native  population.  One  also  gains  the  impression  that  the 
Communist  experts  are  quite  disinterested  in  discussing  political 
issues  with  the  native  population.  Indian  students,  for  example, 
who  have  studied  at  the  University  of  Moscow  have  also  made  the 
e:^rience  that  neither  their  fellow  students  nor  other  Soviet  ci¬ 
tizens  began  a  political  discussion  on  their  own.  (The  Chinese  in 
Yemen,  however,  seem  politically  more  active.  Thus,  the  Yemenites 
working  with  Chinese  in  road  construction  sing  songs  with  revolu¬ 
tionary  texts  while  working.  The  foreman,  for  example  sings:  '*The 
Chinese  are  building  us  a  new  road”  and  the  chorus  of  workers  ans¬ 
wers:  "A  new  time  is  beginning  for  us  now.”) 

Another  argument  states  that  the  Communist  bloc,  in  con¬ 
trast  to  the  foreign  aid  program  of  the  OS  or  the  loans  made  by  the 
World  Bank,  does  not  apply  strict  standards  in  granting  credits. 

This  interpretation  is  not  correct  in  this  form.  It  is  well  known 
that  the  detailed  studies  made  by  the  World  Banlc  or  the  foreign- 
aid  program  of  the  US  before  credits  are  granted  have  often  led  to 
criticism  and  misunderstanding  in  underdeveloped  countries ,  parti¬ 
cularly  when  the  investigations  lead  to  an  eventual  rejection  of 
the  particular  project  and  the  loan.  In  contrast,  so  it  is  often 
argued,  the  Communist  bloc  will  often  forego  such  investigations 
and  offer  to  finance  without  consideration  of  the  economic  circum¬ 
stances  just  those  projects  rejected  by  the  West.  The  Aswan  dam 
in  Egypt  is  often  cited  to  support  this  argument.  It  would  be  a 
mistake  to  conclude  from  this  that  the  Communist  bloc  does  not  under¬ 
take  careful  pre-investigations.  On  the  contrary,  it  has  been  repeat¬ 
edly  shotm  that  the  responsible  agencies  of  the  Communist  bloc  pro¬ 
ceed  more  carefully,  even  more  bureaucratically,  than  the  corre¬ 
sponding  agencies  in  the  West.  Before  the  Ccanmunist  countries  under¬ 
take  a  project,  the  proposal  is  investigated  in  all  details.  For 
exOTiple,  each  piece  of  equipment  is  carefully  entered  into  lists 
which  are  negotiated  with  the  underdeveloped  countries.  The  tho¬ 
roughness  of  the  contracts  Tjjhich  go  into  the  minutest  detail  prove 


that  the  Ccamnunists  undertake  preliminary  investigations  and  plan¬ 
ning  X'/ith  the  utmost  care. 

The  differences  are  only  that  the  Communist  bloc  makes  an 
inclusive  offer  for  financing  and  delivery  of  equipnent  in  the  be¬ 
ginning  in  the  form  of  an  over-all  agreement  which,  while  making 
first  as  many  concessions  to  the  underdeveloped  country  as  possible, 
does  not  contain  any  approval  for  individual  projects.  Rather,  the 
tiessibility  exists  at  all  times  to  replace  the  individual  projects 
listed  in  the  overall  agreement  by  other,  improved  projects  after 
preliminary  investigations  and  negotiations  with  the  government 
of  the  underdeveloped  country*  Thus  the  impression  is  false  that  the 
Communist  bloc  agrees  to  each  request  from  underdeveloped  cohntries 
without  hesitation.  The  individual  projects  listed  in  the  over-all 
agreement  may  be  altered  at  ariy  time  or  be  dropped  altogether. 

It  must  also  be  considered  in  this  connection  that  the  plan¬ 
ning  groups  of  the  Communist  countries  on  basis  of  their  experiences 
with  building  their  Own  economy  are  often  guided  by  principles 
which  do  not  correspond  to  the  traditional  concepts  of  productivity 
and  profit  as  understood  in  he  West.  Traditional  economics  has 
often  declared  that  the  Soviet  methods  of  industrialization  with 
emphasis  on  basic  industries  is  not  compatible  with  the  principles 
of  productivity  and  profit.  Undoubtedly,  the  Soviet  Union  has  often 
tal^en  steps  to  erect  a  steel  plant,  for  example,  in  an  area  which 
would  not  have  been  selected  by  private  industry.  Without  going 
into  too  much  detail,  it  must  be  noted  here  that  Soviet  planners 
in  underdeveloped  areas  often  come  to  different  conclusions  in  the 
same  waj'  xdien  evaluating  an  individual  project  than,  for  example, 
the  planning  departments  of  Western  private  industry.  If,  for  exam¬ 
ple,  Western  organizations  come  to  the  conclusion  that  the  build¬ 
ing  of  a  steel  plant  in  Indonesia  would  entail  the  x-raste  of  scarce 
foreign  exchange  and  that  the  usefulness  of  such  a  plant  would  not 
be  realized  in  the  fores eable  future,  soviet  planners  could  come 
to  the  conclusion  that  Indonesian  demands  for  the  erection  of  ship¬ 
yards  and  the  production  of  metals  for  the  shipbuilding  industry 
in  their  own  country  makes  the  building  of  a  steel  plant  abolutely 
necessary.  It  would,  therefore,  be  a  mistake  to  criticize  Soviet 
planners  —  when  they  come  to  different  conclusions  than  Western 
planners  —  for  encouraging  the  desire  of  many  underdeveloped  coun¬ 
tries  for  an  exaggerated  and  unsensible  industrialization.  One  must 
also  realize  thatinvestments  in  industrial  countries  do  not  ary 
longer  require  outlays  for  "social  investments"  or  "developtient 
costs"  as  similar  projects  do  in  the  USSR  and  in  the  underdeveloped 
countries.  Many  projects  in  underdeveloped  areas  may  thus  appear 
unfeasible  from  the  point  of  view  of  private  industry,  but  Soviet 
planners  can  still  come  to  the  conclusion  that  such  projects  are 
economically  sound  when  considering  "development  cots." 

Finally,  one  should  point  out  another  argument  stating  that 
Communism  finds  the  best  conditions  for  its  development  in  those 
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areas  where  the  population  subsists  under  marginal  circumstances. 

From  such  an  argument,  it  is  possible  to  infer  that  the  Communist 
bloc  has  no  real  interest  in  the  development  of  economic  and  social 
conditions  in  Asia  and  Africa.  On  the  other  hand,  there  can  be 
little  doubt  tliat  the  foreign  aid  of  the  Communidi  bloc  contributes 
to  the  improvement  of  living  and  production  conditions  in  under¬ 
developed  areas.  To  remove  this  contradiction,  the  argument  points 
to  those  examples  of  Soviet  foreign  aid  which  did  hot  result  in  an  in¬ 
crease  of  the  productivity  of  underdeveloped  countries  but  only  pro¬ 
vided  spectacular  showpieces  of  Soviet  foreign  aid,  e.g,,  the  con¬ 
struction  of  a  sports  stadium  in  Burma  and  the  asphalt  covering  of 
the  streets  of  Kabul).  Such  projects,  however,  constitute  only  a 
small  part  of  the  constructions  financed  fran  Soviet  loans  (see  Note), 

([Note:]  If  the  above  Western  argument  were  true  than  the 
Soviet  argument  that  the  large  foodstuff  shipments  under  US  foreig-n 
aid  prog'raras  are  made  in  an  effort  to  preserve  the  dependence  of 
the  underdeveloped  countries  and  to  prevent  the  industrialization 
of  those  areas  would  also  be  true.) 

It  would  seem  more  correct  to  observe  that  most  underde¬ 
veloped  countries  are  presently  in  an  early  stage  of  economic  and 
social  change,  that  everjr  form  of  foreign  aid  accelerates  this  change 
and  that  the  gx-eatest  chances  for  Communism  will  come  only  when  this 
process  of  change  is  further  advanced.  Only  when  the  economic  and 
social  conditions  of  an  underdeveloped  country  are  removed  from  tra¬ 
ditional  circumstances  by  some  measure  of  industrialization  to  such 
an  extent  that  considerable  migrations  to  the  cities  set  in,  creating^ 
a  larger  and  larger  social  vacuum,  only  then  will  Communism  have 
the  opportunity  to  influence  people  who  have  been  removed  from  their 
custcmiary  surroundings  on  a  larger  scale.  Following  this  line  of 
thought,  the  foreign  aid  of  the  Communist  bloc  may  be  considered 
as  a  means  for  gradually  creating  the  conditions  conducive  to  spread¬ 
ing  Communism  in  underdeveloped  areas.  In  other  words,  the  thesis 
that  the  conditions  for  Commiuiism  are  better  the  more  inferior  the 
economic  and  social  conditions  must  be  modified  with  respect  to 
underdeveloped  areas  insofar  as  at  the  present  stage  auy  material 
progress  still  enlarges  the  social  vacuum  and  thereby  improves  the 
opportunities  forthe  spreading  of  Communism.  Soviet  theory  is  in 
accord  xd.th  this  line  of  thought.  The  present  leadership  in  most 
underdeveloped  countries  is  considered  by  the  Communist  bloc  as  a 
nationalistic,  bourgeois-democratic  fom  of  government  which  must 
precede  the  Communist  revolution. 

Prognosis  of  Future  Relations  of  the  Communist  Bloc 
to  Underdeveloped  Areas 

A  prognosis  of  the  course  of  future  relations  between  the 
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Cmmimist  bloc  and  underdevelofod  areas  will 
mental  considerations  at  two  levels:  at  the 

chan°-ing  goods  and  foreign  aid  as  well  as  at  the  ideolo  i  . 

S  pSlitiLl-social  principles.  Such  a  Prognosis 

Tri+h  rHfficulties  since  the  various  problems  are  closely 

^n  Sobal  political  decisions  which  will  be  m^e  d^^g  tte  nert 

s  ^is-daSrtfoS 

dtcSftSrofi^tt^fitiL^sis  ?^isrbS:  ri^Ue^mst 

Sven  yiS  is  already  problematic,  a  die. 

futnre  developments  would  be  mere  speculation. 

cusslon  treats,  therefore,  tl'd=%?'=?“7“S'^gSersyfS1o 

aid)  and  political-ideologica  (spreading  of  the  Soviet  , 

underdeveloped  areas)  development  trends  whose  beginnings  - 

readv  noticeable  today  from  the  practices  of  the  ^ 

undekeveloped  areas.  Beyond  that,  the  discussion  Pf 

Tnof these  countries  wiU  be  "seduced  by  the  Soviet  system." 

Trends  3n  Trade  and  Foreign  Aid 

?he“^  sSor.““5  'i?- 

:ra“t"o?  cSJunSt  bloc  in  underdevelop  arp 

Shows  that  the  ihasis  of  this  economic  CoS- 

Asia  Africa  and  Latin  America.  All  economic  actions  o  -t'  ^ 

munik  bloc  are  based  ah^iost  exclusively  foreign  t^de^  a^ 

+hP  foreim  aid  program  —  as  was  shown  earlier  —  i®  only_a 
S  fSSStSde  Slides.  Since  the  exchange  of  goods  between  the 

Communist  bloc  and  the  underdeveloped  ^g^dHilf liidou- 

development  during  the  last  seven  years,  the  next  decade  wiii  unuou 

btedly^how  a  further  grwoth  in  these  foreign  trade  relati  n  . 

The  increase  of  this  exchange  of  goods  between  the  Communis 
^6  SSdeveloped  areas  will  not  only  be  a  result  of  the  develop¬ 
ment  credits  granted  by  the  Communist  bloc,  which  are  orily  no 
S^uSS^LS  into  iffect.  Rather,  there  are  oyer  trenda  to 
S  noted  which  may  lead  to  an  expansion  of  the  exchange  of  goods. 

Crnwing  Capacity  of  Absorbing  certain  Products  d 
Underdeveloped  Countries  Only  .. 

The  capacity  of  the  Communist  bloc  for  absorb^g  the  products 
of  the  underdeveloped  countries  is  of  decisive  significan 
?f,+iSe  develoment  of  trade  relations  between  the  Communist  bloc  and 
Se^dfrdeietopS  countries.  Even  if  the  foreign  trade  conceptions 
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of  the  CoBimunist  bloc  have  changed  considerably  dui-ing  the  last  de¬ 
cade,  it  cannot  be  expected  that  the  Ccsmnunist  bloc  will  give  up 
the  principle  of  self-sufficiency  in  econanic  matters.  The  product¬ 
ion  of  such  essential  raw  materials  as  coal,  iron  ore  or  grain  Td.ll 
certainly  not  be  reduced  in  favor  of  imports  and  increased  invest¬ 
ments  in  the  export  industry.  Furthermore,  the  underdeveloped  coun¬ 
tries  would  not  be  in  a  position  to  deliver  larger  quantities  of 
coal,  iron  ore  of  high  concentration  or  grain.  It  is  conceivable, 
however,  that  iron  ore  will  be  delivered  to  such  Soviet  iron,  and 
steel  plants  which  are  unfavorably  situated  from  the  point  of  view 
of  domestic  lines  .of  ti’ansportation  but  are  highly  accessible  from 
underdeveloped  countries*  But  these  will  be  exceptions  rather  than 
the  rule.  . 

Temporary  opportunities  for  sale  in  the  Communist  bloc  may 
be  found  for  another  group  of  products  from  underdeveloped  coun¬ 
tries.  This  applies  particularly  to  products  such  as  cotton,  wool, 
oil  seeds,  etc.  The  Communist  bloc  would  be  in'  a  position  to  im¬ 
port  such  raw  materials  in  larger  quantities  from  underdeveloped 
areas,  but  such  a  policy  would  be  incompatible  with  the  principle 
of  autarchy.  Relatively  high  Communist  imports  of  wool  and  leather 
from  Latin  American  countries  at  present  must  not  give  the  impression 
that  the  Comraunist  bloc  is  not  planning  to  become  largely  indepen¬ 
dent  in  the  supply  of  these  raw  materials  by  1965 •  Those  underde¬ 
veloped  countries  which  deliver  such  products  to  the  Communist  bloc 
today  will  presumably  experience  great  disappointments  alreads’'  a 
few  years  from  now.  Similarly,  sugar  deliveries  from  Cuba  are  unlikely 
to  be  of  a  long-term  nature,  even  if  the  USSR  has  made  promises  for 
a  period  of  five  years.  Soviet  sugar  production  particularly  is  to 
be  increased  in  the  next  few  years  to  such  an  extent  that  domestic 
supplies  will  be  sufficient.  On  the  other  hand,  it  must  be  considered 
that  there  will  be  an  increased  demand  for  cotton,  wool,  sugar,  oil 
seeds,  etc.,  because  of  the  rising  standard  of  living  in  the  Com¬ 
munist  bloc.  This  may  lead  to  a  certain  demand  for  imports  even 
on  a  long- tern  basis.  Even  if  the  Communist  bloc  satisfies  only  5 
or  10;^  of  its  total  demand  for  these  raw  materials  through  imports 
from  underdeveloped  areas,  the  export  possibilities  of  the  under¬ 
developed  countries  xrould  be  affected  because  of  the  large  pro¬ 
duction  and  consumption  volume  of  the  Ccaranunist  bloc. 

A  significant  increase  in  the  absorption  capacity  of  the  Com¬ 
munist  bloc  would  probably  only  arise  for  certain  specific  products 
of  certain  underdeveloped  countries.  These  would  be  products  which 
are  urgently  needed  for  a  higher  standard  of  living  of  the  popu¬ 
lation  of  the  Communist  bloc  but  which  could  also  be  eliminated  in 
times  of  need.  To  these  products,  which  are  in  a  sense  independent 
of  the  principle  of  autarchy,  belong  tropical  fruits,  coffee,  cacao, 
tea,  etc.  The  capacity  of  the  Communist  bloc  for  these  products  can¬ 
not  be  evaluated  on  basis  of  current  levels  of  consumption  but  must 
be  calculated  in  connection  with  the  intended  raising  of  the  stan- 


dard  of  living.  The  consumption  of  cacao,  coffee,  tropical  fruits, 
etc.,  in  most  Communist  countries  today  is  insignificant.  In  ex¬ 
changing  goods  with  underdeveloped  areas,  they  carry  practically 
no  weight.  But  if  the  buying  power  of  the  masses  in  the  USSR  and 
in  the  Tast  European  countries  is  raised  in  the  course  of  the  next 
few  decades  to  the  extent  that  in  1970  100-  or  200-million  consumers 
reach  a  similar  standard  of  living  and  a  similar  composition  of  the 
consumer  public  as  existed,  for  example,  in  West  Gemany  during  1955, 
the  capacit;?-  of  the  Communist  bloc  for  these  products  would  rise 
tremendously.  The  additional  demand  resulting  from  such  a  develop¬ 
ment  would  reach  considerable  heights,  particularly  since  the  pre¬ 
sent  per  capita  consumption  of  these  products  in  the  Communist  coun¬ 
tries  does  not  even  reach  a  tenth  of  the  per  capita  consximption  of 
the  Western  countries.  In  view  of  the  rising  production  of  these 
products  in  underdeveloped  countries  and  in  view  of  the  increasing 
foreign  trade  between  the  underdeveloped  eountries  arid  the  Western 
industrial  nations,  it  cannot  be  expected  that  the  above  develop¬ 
ments  will  lead  to  great  shifts  in  world  trade  relations.  In  indi¬ 
vidual  cases,  however,  the  consequences  would  be  considerable.  For 
example,  when  the  Communist  bloc  is  in  a  position  —  possibly  even 
during  times  of  weak  world  market  prices  —  to  purchase  60-80^  of 
the  cacao  production  of  Ghana,  half  of  the  Brazilian  coffee  harvest, 
the  predominant  part  of  the  production  of  bananas  in  Guinea  and 
the  Caraeroons,  or  even  the  total  production  of  Bast  African  coffee 
or  the  total  tea  harvest  of  Ceylon  (particularly  after  nationaliza¬ 
tion  of  the  tea  plantations  of  Ceylon) ,  then  the  Communist  bloc  would 
win  in  these  underdeveloped  countries  a  position  similar  to  the  one 
occupied  now  with  respect  to  the  export  position  of  Egypt,  which  is 
still  an  exception.  Such  considerations  are  by  no  means  utopian. 

Thus,  it  was  unthinkable  even  ten  years  ago  that  Egsrptian  oranges, 
for  example,  would  be  sold  in  Moscow.  But  already  three  years 
ago,  the  USSR  began  to  biy  the  orange  harvests  of  entire  Egjrptian 
plantations . 

Particularly  in  viex^  of  the  continuing  concentration  in  the 
planning  of  the  Communist  bloc  upon  production  areas  such  as  indu¬ 
strial  equipment,  the  growing  capacity  of  many  underdeveloped  coun¬ 
tries  to  export  simple  consumer  goods  assumes  increased  importance. 
The  import  of  simple  consumer  goods  would  also  not  violate  the  prin¬ 
ciple  of  autarchy  because  they  could  be  discontinued  in  times  of 
crisis.  Naturally,  the  capacity  of  the  Communist  bloc  for  the  pro¬ 
duction  of  simple  consumer  goods  will  be  expanded  considerably  in 
the  comiixg  years,  but  in  view  of  the  magnitude  of  the  increasing  con¬ 
sumption,  imports  of  only  5  or  10^  of  the  total  demand  would  already 
have  far  reaching  implications.  For  example,  through  the  purchasing 
of  Egyptian  cotton  fabrics  and  Indian  cloth,  of  fountain  pens, 
pocket  knives,  light  bulbs,  typewriters,  radios,  footwear,  etc.,  -Uie 
Communist  bloc  could  not  only  create  opportunities  for  the  payment 
of  its  exports  to  underdeveloped  areas,  but  also  profit  from  such 


international  trading  in  that  it  could  continue  to  concentrate  on 
the  development  of  heavy  industry,  the  manufacture  of  machines,  etc., 
which  would  lead  to  the  best  possible  utilization  of  its  investments 
and  ensure  at  the  same  time  that  its  potential  for  defense  pro¬ 
duction  would  not  have  to  be  curtailed.  The  underdeveloped  countries 
would  finally  find  a  market  for  products  which  already  during  the 
next  decade  must  be  increasingly  included  in  any  export  program. 

In  view  of  the  difficulties  created  by  certain  interest  groups  in 
Western  countries  regarding  the  import  of  such  products  from  under¬ 
developed  areas,  the  export  of  these  products  to  the  Cotnmunist  bloc 
would  be  of  the  greatest  importance  to  the  underdeveloped  coun¬ 
tries 

This  must  of  course  not  lead  to  the  conclusion  that  the 
Communist  bloc  will  be  ready  within  the  next  ten  years  to  purchase 
products  from  underdeveloped  areas  to  the  same  extent  as  the 
Ivestern  industrial  countries.  If  the  foreign  trade  of  the  under¬ 
developed  countries  with  the  Communist  bloc  amounts  to  only  0-^'p  today, 
it  would  not  be  utopian  to  conclude  on  the  basis  of  the  foregoing 
trends  that  in  five  to  ten  years  these  shares  will  perhaps  i*un  to 
10-15^.  There  will  be  repeated  disappointments  for  the  underdeve¬ 
loped  countries  with  respect  to  individual  raw  materials.  It  is  also 
possible  tlaat  there  will  be  considerable  shifts  in  trade  policies 
on  the  basis  of  changes  in  the  planning  of  the  Communist  bloc. 

But  on  basis  of  the  increasing  capacity  of  the  Communist  bloc  for 
certain  luxury  foodstuffs  and  certain  sample  consumer  goods,  there 
will  probably  be  a  not  inconsiderable  increase  in  Communist  imports 
from  underdeveloped  areas. 

The  conclusion  that  the  import  capacity  of  the  Communist  bloc 
for  certain  products  from  underdeveloped  areas  will  rise  consider¬ 
ably  in  the  next  decade  does  not  contradict  the  opinion  of  most  ex¬ 
perts  that  the  possibilities  of  East-West  trade  are  generally  highly 
overrated.  The  present  East-West  trade  is  based  pramarily  upon  an 
exchange  of  goods  between  the  Western  industrial  countries  and  the 
Communist  bloc.  The  skepticism  concerning  an  increased  East- 
West  trade  eacpansion  refers  to  the  latter  exchange  of  goods  and 
less  to  the  future  trade  with  underdeveloped  areas.  As  was  shown 
previously,  the  predominant  part  of  the  increase  in  trade  between 
the  Communist  bloc  and  the  rest  of  the  world  may  be  attributed, 
since  1955,  to  certain  underdeveloped  countries.  If  the  foreign 
trade  planning  figures  of  the  Communist  bloc  specify  until  I965 
predominantly  an  intensification  of  trade  between  the  various  Ccan- 
munist  countries  and  only  a  small  amount  of  growth  xd.th  other 
countries,  it  is  nevertheless  true  that  the  last  mentioned  growth 
is  planned  to  be  an  expansion  of  trade  with  underdeveloped  coun¬ 
tries. 


Conflict  with  the  Export  Interests  of  Certain  Under¬ 
developed  Countries 

An  evaluation  of  the  development  trends  vjith  respect  to  the 
export  capacities  of  the  Communist  bloc  must  also  take  into  account 
the  various  kinds  of  goods.  Even  though  the  production  of  industrial 
installations  and  machines  remains  as  the  emphasis  of  Communist  pro¬ 
duction  and  even  if  expansion  plans  continue  to  concentrate  upon 
these  sectors,  the  share  of  such  exports  in  the  total  production 
will  remain  small  for  the  time  being.  This  means  that  on  the  one 
hand,  it  will  not  be  difficult  for  the  Communist  bloc  to  export 
these  relatively  small  shares  of  a  large  production  volume  to  the 
underdeveloped  countries  and  that,  on  the  other  hand,  it  cannot 
be  expected  that  the  Communist  bloc, will  get  a  share  of  underdeve¬ 
loped  markets  equal  to  that  now  held  by  the  Western  industrial  na¬ 
tions.  But  although  the  Communist  bloc  has  shipped  heavy  industrial 
equipment  and  machines  up  to  the  present  only  to  a  small  number  of 
underdeveloped  countries  (India,  Egypt,  Syria,  Iraq,  Indonesia), 
it  must  be  expected  that  more  and  more  of  these  products  will  be 
imported  also  by  the  African  and  Latin  American  underdeveloped  coun¬ 
tries  from  the  Communist  bloc. 

But  it  is  not  sufficient  to  consider  only  industrial  pro¬ 
ducts  in  an  evaluation  of  the  export  capjacilities  of  the  Communist 
bloc.  The  USSR  particularly  will  also  expiort  agricultural  and  in¬ 
dustrial  raw  materials  and  not  only  the  traditional  products,  such 
as  lumber  and  manganese,  but  also  grains.  Bine,  crude  oil,  mineral 
oils,  aluminum,  etc.  Possibilities  of  conflict  with  the  export 
interests  of  certain  underdeveloped  countries  are  existing  for  these 
product  groups. 

For  example,  this  danger  exists  for  the  Arabian  export 
countries.  The  USSR  has  expanded  her  crude  oil  production  in  recent 
years  to  such  an  extent,  planning  also  a  doubling  by  1965,  that  there 
is  already  today  an  excess  for  export.  At  present,  the  USSR  is  able 
to  export  about  10  to  15  million  tons  of  crude  oil  into  non-Coramu- 
nist  countries.  It  is  not  unlikely  that  these  exports  can  reach 
a  magnitude  of  30-50  million  tons  in  the  near  future  (per  year) . 
Possibilities  for  the  export  of  Soviet  crude  oil  exist  in  North 
Europe  but  also  in  various  underdeveloped  countries  (cf.  the  trade 
ag’reement  between  the  USSR  and  Brazil  which  is  primarily  concerned 
with  Soviet  deliveries  of  mineral  oil  products).  Indications  are 
that  the  USSR  will  push  the  export  of  crude  oil  in  the  next  few 
years  very  strongly.  At  the  moment,  the  USSR  is  preparing  facili¬ 
ties  for  the  shipment  of  oil  in  large  quantities,  A  pipeline  system 
is  being  built  from  the  Ural-Volga  oil  centre  to  Baltic  Sea  ports, 
which  could  provide  an  outlet  for  shipments  to  Northern  Europe. 

After  completion  of  that  pipeline  system,  the  USSR  would  not  need 
her  port  facilities  at  the  Black  Sea  for  her  export  to  North  and 
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East  Europe  so  that  these  would  be  free  for  shipments  to  underde¬ 
veloped  areas  (supplied  from  the  Baku  fields).-  Increased  Soviet  oil 
shipments  to  Northern  Europe  as  well  as  to  underdeveloped  areas  will 
necessarily  have  implications  first  for  the  traditional  export 
countries,  particularly  since  increased  exports  of  oil  are  also  ex¬ 
pected  from  the  Sahara.  The  USSR  would  then  be  in  a  position  to 
cause  deliberate  disturbances  on  the  world  market  by  manipulating 
prices  which  would  force  the  Arab  export  countries  in  particular 
to  come  to  some  arrangement  with  the  USSR.  Western  oil  companies 
are  considering  these  possibilities  already  with  groTd.ng  concern. 

The  USSR  has  shown  already  in  1958  that  a  skillfull  export 
policy  can  put  pressure  on  underdeveloped  countries.  The  diffi¬ 
culties  on  the  world  tin  market  at  that  time  were  caused  to  a  large 
extent  by  Soviet  tin  ejqoorts  of  about  8, GOO  tons  yearly.  This  in¬ 
terfered  with  the  tin  export  of  Malaya.  It  is  true  that  the  Malayan 
govermont  poi-utod  c’-.t  at  that  time  that  such  conduct  on  the  part 
of  the  USSR  con'oradicted  her  official  policy  toiirards  underdeveloped 
coimt-risf-',.  ;■ 

It  must  tVius  be  expected  that  the  Communist  bloc  will  be  in 
a  position  in  a  few  years  to  cause  difficulties  on  the  world  markets 
for  certain  raw  materials  by  pursuing  appropriate  export  campaigns. 
The  possible  danger  that  many  underdeveloped  countries  will  cease  to 
believe  in  the  Communist  foreign  aid  program  could  be  considered  by 
the  political  leadership  of  the  Communist  bloc  as  relatively  minor, 
if  it  succeeded  through  appropriate  export  manipulation  and  perhaps 
through  a  considerable  export  of  gold  to  undermine  the  international 
gold  standards  to  demonstrate  to  the  underdeveloped  countries  that 
the  present  capitalistic  world  market  system  runs  counter  in  its 
planlessness  ,to  the  interests  of  the  underdeveloped  areas  (see 
Note.) 

([Note:]  The  initial  expectations  that  such  a  development 
was  already'-  occurring  with  respect  to  Soviet  exports  of  diamonds 
were,  however,  not  confirmed.  On  the  contrary,  the  USSR  did  not 
elect  to  sell  Russian  diamonds  directly  on  the  x-rorld  market  but 
rather  chose  to  sell  through  the  international  diamond  syndicate.) 

Similar  conflicts  will  arise  with  an  increase  in  Chinese 
exports.  The  exports  of  Red  China  in  the  next  few  years  will  be 
dominated  by  growing  shipments  of  finished  products  which  are  extra¬ 
ordinarily  cheap  and  which  also  meet  the  needs  of  many  underdeveloped 
countries.  But  a  number  of  underdeveloped  countries  (e.g. ,  India 
and  Egypt)  have  also  expanded  their  industries  so  that  they  will 
also  switch  to  the  export  of  simple  industrial  products.  Such  ex¬ 
ports  will  have  to  be  channelled  primarily  into  other  miderdeveloped 
countries  where  the  Chinese  canpetition  is  already  very  strong.  It 
will  be  decisive  that  Red  China  will  presumably  in  a  few  years  sell 
large  quantities  of  such  finished  goods  in  other  underdeveloped 
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countries  at  very  low  prices.  Thus,  there  is  a  danger  for  those 
underdeveloped  countries  which  have  already  industrialized  to  some 
extent  of  being  smothered  by  Chinese  exports  and  of  finding  no  mar¬ 
kets  in  other  underdeveloped  countries. 

Increasing  Use  of  Experts  from  the  Communist  Bloc 

Before  drawing  conclusions  from  the  preceding  discussion, 
some  additional  possibilities  for  the  expansion  of  foreign  aid  by 
the  Communist  bloc  must  be  considered.  It  will  be  of  some  import¬ 
ance  that  the  Communist  bloc,  on  basis  of  its  comprehensive  training 
programs  for  technicians,  engineers  and  economists,  will  increasingly 
be  able  to  furnish  to  underdeveloped  countries  a  large  number  of 
technicians  and  advisers.  In  the  last  two  years,  the  number  of  ex¬ 
perts  working  in  underdeveloped  areas  has  been  doubled.  If  one  esti¬ 
mates  this  nuriiber  to  be  about  5,000  today,  it  would  hot  be  unrealist¬ 
ic  to  expect  another  doubling  of  this  figure  in  the  hext  few  years, 
perhaps  even  a  threefold  increase,  A  study  of  lists  of  projects  which 
are  appended  to  particular  agreements  betweeh  the  USSR  and  underde¬ 
veloped  countries  leads  to  the  conclusion  that  the  foreign  aid  pro¬ 
grams  of  the  USSR  display  an  increasing  emphasis  upon  training  pro¬ 
jects.  For  example,  if  4,000  skilled  vjorkers  are  to  be  trained  in 
training  centers  financed  by  tlie  USSR  in  Iraq,  then  a  considerable 
increase  in  Soviet  teaching  personnel  must  be  expected  for  Iraq. 

The  need  of  underdeveloped  countries  for  well-trained  ad¬ 
visers  and  teachers  is  practically  unlimited.  While  the  Western 
countries  have  difficulties,  particularly  in  times  of  full  employ¬ 
ment,  to  furnish  a  sufficient  number  of  suitable  experts  for  under¬ 
developed  areas,  the  Communfst  bloc  is  able,  on  basis  of  its  long- 
tena  training  programs,  to  fulfill  all  requests  for  advisers  and 
technicians.  Indications  are  that  the  Soviet  leadership  intends 
to  accelerate  this  form  of  foreign  aid  in  the  next  decade  to  sur¬ 
pass  corresponding  aid  measures  of  the  West  and  to  furnish  a  counter¬ 
weight  to  the  relatively  greater  financial  aid  of  the  West. 

Foreign  Aid  a  Minimal  Burden  for  the  Economy  of  the 
Communist  Bloc 

It  is  important  in  the  evaluation  or  prediction  of  the  future 
volume  of  Communist  foreign  aid  to  decide  how  much  of  a  burden  for 
the  econonur  of  the  Communist  bloc  is  represented  by  financial  aid. 

For  statistical  reasons ,  the  answer  to  this  question  must  be  re¬ 
stricted  to  the  USSR,  a  restriction  which  does  not  substantially 
affect  the  validity  of  our  statements  since  over  four  fifth  of  the 
total  financial  foreign  aid  of  the  Communist  bloc  is  furnished  by 
the  USSR,  It  is  essential  to  note  that  such  a  question  really  by¬ 
passes  the  core  of  the  problem  since,  as  was  shown,  the  Communist 
foreign  aid  is  closely  connected  with  foreign  trade.  This  means  that 
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the  grants  made  by  the  Conmunist  bloc  to. thin  ttie  framework  of  its 
foreign  aid  program  are  always  reciprocated  by  shipients  from  under¬ 
developed  areas.  It  is  to  be  noted  in  this  connection  that  Western 
private  industry  also  allows  long-term  credits  to  a  large  extent  and 
that  these  long-term  transactions  with  underdeveloped  areas  are 
nevertheless  profitable.  The  difference  between  the  transactions 
of  Western  private  industrj’'  and  Communist  bloc  credits  is  that  We¬ 
stern  firms  charge  interest  rates  of  5-6^^  on  long-term  deliveries 
while  the  USSR  usually  only  charges  interest  rates  of  2'|5o.  , 

Undoubtedly,  a  number  of  demands  arise  from  these  low  inte¬ 
rest  rates  as  well  as  from  the  fact  that  the  Soviet  foreign  aid  pro¬ 
gram  usually  allows  repayment  terms  foi*  credits  of  12  years.  Funda¬ 
mentally,  however,  these  demands  are  restricted  to  the  period  be¬ 
tween  the  actual  use  of  the  credit  and  its  repayment.  The  repay¬ 
ment  of  credits  as  well  as  the  payment  of  Interest  usually  begin 
soon  after  the  delivery  of  the  equipment  so  that  the  economy  of 
the  Coriiraunist  bloc  receives  in  practice  the  first  repayments  already 
after  one  year  of  delivery, -  Qn  the  other  hand,  it  must  be  noted 
that  the  use  of  these  credits  takes  place  over  many  years.  The  pre- 
dcrainant  part  of  the  credits  promised  by  the  USSR  so  far  will  be 
talcen  up  only  in  the  next  6-7  years.  Thus,  the  1,5  billion-ruble 
credit  to  India  is  intended  for  the  Third  Indian  Five-Year  Plan, 
that  is  for  I96I  to  I966,  The  1, 2-billion-ruble  credit  to  Egypt 
for  financing  the  Aswan  dam  will  become  effective  only  during  I960 
to  1967. 

It  is  doubtful  on  other  grounds  if  one  can  speak  of  a  bur¬ 
den  at  all  in  this  case.  Larger  exports  are  probably  already  con¬ 
sidered  in  the  planning  of  the  Communist  bloc  for  the  great  expan¬ 
sion  of  the  capacities  of  these  industrial  areas  which  are  of  long¬ 
term  interest  to  underdeveloped  countries.  If  one  agrees  to  this 
conclusion,  the  present  credit  prograjii  of  the  USSR  must  be  con¬ 
sidered  as  a  factor  of  export  policy  aimed  at  cmpetition  with  the 
delivery  and  payment  conditions  of  Western  firms  and  at  competi¬ 
tion  for  foreign  markets.  In  this  sense,  the  present  Soviet  foreign 
aid  prograius  —  aside  from  its  political  goals  —  are  a  means  to 
secure  today  gradually  markets  for  industrial  equipment  before  the 
Soviet  economy  is  forced  to  export  in  order  to  maintain  equilibrium. 
From  this  point  of  view,  there  can  be  no  question  of  a  burden  for 
the  Soviet  economy.  Rather,  Soviet  credit  aid  would  have  to  be 
considered  as  a  means  for  the  securing  and  maintaining  of  foreign 
markets  just  as  the  marketing  operations  of  Western  fims  are  to  be 
considered.  Countries  like  Czechoslovakia  and  East  Germany,  further¬ 
more,  could  probably  not  get  along  without  such  markets. 

After  these  fundamental  considerations,  calculations  can  be 
made  concerning  the  extent  to  which  foreign  aid  represents  a  burden 
to  the  econoii^!'  of  the  USSR,  Only  relative  magnitudes  can  be  given 
since  the  published  statistical  sources  are  not  sufficient  for  pre¬ 
cise  assessment.  The  Soviet  gross  national  product  for  the  year  1959 
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was  estimated  at  1,400  billion  rubles  earlier  in  the  present  mono¬ 
graph.  The  Soviet  credit  aid  was  estimated  at  2.4  billion  dollars 
which,  according  to  the  official  rate  of  exchange  amounts  to  9*6 
billion  rubles.  The  total  credits  granted  by  the  USSR  thus  amount 
to  only  .695^  of  the  Soviet  gross  national  product  of  a  single  year. 

Actually,  only  about  500- 600  million  dollars,  i.e.,  2. 0-2.4 
billion  rubles,  have  been  granted  in  the  form  of  goods  and  services 
so  far  to  underdeveloped  countries.  Even  if  the  actually  paid  out 
credits  are  estimated  at  2.5  billion  rubles,  the  percentage  of  the 
gross  national  product  for  1959  represented  by  this  figure  is  only 
.18^3.  If,  on  basis  of  these  considerations,  one  wishes  to  calculate 
the  burden  on  the  Soviet  economy  on  a  yearly  basis,  one  must  relate 
the  above  percentage  to  a  fitre  year  period i  i.e.  the  years  1955  to 
1959»  Accordingly,  the  yearly  burden  on  the  economy  of  the  USSR 
amounts  to, 036^  of  the  gross  national  p3;*oduct. 

If  these  figures  are  compared  with  those  applying  to  the  US, 
it  must  be  concluded  that  the  burdeh  of  financial  foreign  aid  on 
the  Soviet  economy,  in  terms  of  gross  national  product,  represents 
only  one  tenth  of  the  burden  on  the  US  economy.  (The  corresponding 
figure  for  the  US  was  estimated  to  be  .4^  for  the  fiscal  year  of 
1957*  See  J,  S.  Berliner,  Soviet  Economic  Aid,  page  67.  And  it 
must  be  noted  again  tha^t  American  foreign  aid  consists  largely  of 
gifts.)  If  the  Soviet  econoity  wunted  to  "burden”  itself  as  much 
as  the  American  economy,  Soviet  financial  aid  could  be  increased 
during  the  next  few  years  by  a  factor  of  ten.  Even  then  an  equal 
burdening  of  the  economy  would  not  result  because  repayments  for 
credits  would  set  in  in  the  meantime.  These  repayments  would  amount 
to  200-million  dollars  yearly  if  all  contractual  credits  had  been 
taken  up.  In  a  sense,  then,  the  USSR  needs  only  a  foreign  aid  fund 
which  could  be  repeatedly  applied. 

It  laust  be  considered  further  that  the  necessity  to  grant 
economic  aid  to  other  Communist  countries  diminishes  for  the  USSR 
as  the  East  European  countries  and  Red  China  develop  their  own  eco¬ 
nomies.  A  groxiring  part  of  the  total  capacity  of  the  USSR  for  aid 
T'Till  thus  presumably  become  available  during  the  next  years  for 
credits  to  underdeveloped  countries.  In  addition,  a  relatively 
great  part  of  the  Soviet  gross  national  product  —  as  c.Qmpared 
to  the  Western  industrial  countries  —  arises  from  the  production 
of  industrial  equipment  and  installations.  In  other  words,  the 
diffei-ence  between  the  Communist  bloc  and  the  Xfestern  countries 
is  smaller  with  respect  to  the  production  of  industrial  equipment,  . 
which  is  most  relevant  for  the  assistance  of  underdeveloped  coun¬ 
tries,  than  with  respect  to  the  gross  national  products. 

In  evaluating  the  future  extent  and,  therefore,  the  future 
developient  of  foreign  aid,  it  must  be  considered  also  that  the 
foreign  aid  of  the  Commtinist  bloc  will  concentrate  in  the  next  few 
years  on  less  expensive  forms  of  aid,  namely  upon  the  training  pro¬ 
grams  already  discussed.  Under  consideration  of  all  factors  one  must 


come  to  the  conclusion  that  the  USSR  will  easily  be  in  a  position 
to  increase  its  credit  aid  considerably  and  to  fulfill  the  delivery 
obligations  arising  from  such  a  move.  Uven  a  three-fold  increase 
in  Soviet  credits  during  the  next  three  or  four  years  would  hardly 
constitute  a  significant  addition  to  the  "burden"  on  the  Soviet 
economy. 

Ii/hen  noting  the  relatively  small  proportion  of  the  gross 
national  product  comprised  by  foreign  aid,  it  is  necessary  to  men¬ 
tion  at  the  same  time  the  corresponding  figutes  for  the  underde- 
veloped  countries  which  receive  Soviet  foreign  aid  in  order  to  avoid 
an  underestimation  of  the  effects  on  underdeveloped  areas.  In  view 
of  the  concentration  of  the  foreign  aid  of  the  Communist  bloc  on 
only  a  few  underdeveloped  countries  and  in  view  of  the  relatively 
low  national  incomes  of  these  countries,  the  following  picture  mer¬ 
ges.  In  relation  to  the  respective  national  incomes,  the  credits 
of  the  USSR  of  about  550-million  dollars  to  Egypt  amount  to  over  20^ 
(national  incane  of  1956),  810-million-dollar  loans  to  India  to  about 
3^  of  the  national  income  (1957)*  the  137.5-million-dollar  loan  to 
Iraw  to  about  (1956)  and  the  180-miilion-doilar  credits  to  Syria 
to  about  30^/  (1957).  The  effects  of  the  foreign  aid  loans,  which 
are  relatively  small  in  relation  to  the  Soviet  gross  national  pro¬ 
duct,  are  rather  considerable  for  the  underdeveloped  countries 
according  to  their  economic  importance. 

Decline  of  the  Communist  Bloc  *  s  Advantages 

As  we  mentioned  earlier,  the  Communist  bloc  will  no  longer 
be  able,  with  increasing  Intensification  of  its  relation  with  under¬ 
developed  countries,  to  exploit  the  mistakes  of  Western  policies 
or  take  advantage  of  crisis  situations.  On  the  contrary,  it  must 
be  expected  that  the  Western  cotintries  will  be  able  to  make  use  of 
the  mistakes  in  Soviet  policies.  The  greater  the  export  of  agricul¬ 
tural  and  industrial  raw  materials  of  the  Communist  bloc,  the  stron¬ 
ger  will  be  the  conflicts  with  the  export  interests  of  sme  under¬ 
developed  countries.  This  could  easily  lead  to  a  situation  similar 
to  the  one  that  arose  on  the  world  market  for  rice  between  Burma  and 
the  US  and  on  the  world  market  for  cotton  between  Egypt  and  the  US. 
The  advantages  of  trading  with  the  Western  countries  may  again  become 
apparent,  particularly  if  the  unfavorable  situation  obtaining  on  the 
world  market  at  that  time  should  improve.  A  decisive  disadvantage 
for  the  underdeveloped  countries  in  trading  with  the  Communist  bloc 
lies  after  all  in  the  restrictions  on  free  buying  within  the  Commu¬ 
nist  bloc  and  in  the  fact  that  there  is  still  no  system  of  conver¬ 
tible  currencies  with  the  Communist  bloc.  The  successes  of  the  Com¬ 
munist  bloc  in  foreign  trade  during  the  last  few  years  were  made 
possible  largely  by  the  difficulties  of  the  underdeveloped  countries 
in  disposing  of  their  products.  A  more  favorable  development  on 
these  worl  markets,  which  can  partly  be  brought  about  by  the  pur- 
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chases  of  the  Communist  bloc,  may  restrict  the  possibilities  for  the 
Communist  bloc  and  remove  many  of  the  advantages  which  have  led  to 
the  success  of  the  Soviet  trading  offensive  during  recdnt  years. 

But  in  viewr  of  the  unsuccessful  efforts  to  stabilize  world  markets 
up  to  this  time,  it  must  be  doubted  that  the  Western  countries  will 
be  successful  to  achieve  a  long-term  stabilization  of  world  markets 
and  thus  pemanently  withdraw  the  advantages,  arising  from  unstable 
market  conditions,  from  the  Communist  bloc. 

There  is  also  a  possibility  that  the  increasing  obligations 
of  the  Communist  bloc  will  again  lead  to  shortages,  which  were  so 
characteristic  of  the  first  years,  and  which  were  only  gradually 
removed  in  recent  times  by  the  strenuous  efforts  of  the  responsible 
agencies.  The  larger  the  deliveries  of  the  Communist  bloc  to  under¬ 
developed  areas,  the  more  frequently  there  may  be  again  delays, 
shortages  in  spare  parts,  unsatisfactory  shipments,  etc.  A  very 
important  economic  problem  of  the  futuhe  will  be  the  groxiring  local 
currencies  accounts  of  the  Communist  bloc  with  underdeveloped  coun¬ 
tries  arising  from  the  growing  financial  aid  of  the  Communist  bloc. 
This  may  lead  to  difficulties  of  finding  sufficient  quantities  of 
suitable  goods  in  underdeveloped  countries  without  causing  shortages 
and  increases  in  prices. 

The  advantages  which  the  Communist  bloc  derived  in  recent 
years  from  the  constellation  of  political  events  will  probably  also 
be  reduced.  The  possibilit3r  to  get  into  political  difficulties  with 
certain  underdeveloped  countries  constantly  increases  for  the  Com¬ 
munist  bloc  which  would  enable  the  Western  countries  to  exploit  these 
difficulties  for  their  own  advantages  in  turn.  For  example,  if  the 
Communist  bloc  channels  part  of  its  aid  to  Pakistan,  Afghanistan 
will  almost  certainly  become  annoyed.  Comprehensive  aid  to  Ethiopia, 
as  planned  by  the  Soviets,  may  bring  about  difficulties  for  the  Com¬ 
munist  bloc  with  Somaliland  which  gained  its  independence  in  i960 
because  the  latter  may  easily  get  into  economic  and  political  con¬ 
flicts  with  Ethiopia.  The  Commmiist  bloc  was  already  compelled,  in 
recent  times,  to  face  such  problems  repeatedly.  The  cooling  of  re¬ 
lations  between  the  UAR  and  the  USSR  must  at  least  partly  be  attri¬ 
buted  to  the  fact  that  the  Communist  bloc  gave  comprehensive  economic 
aid  to  Iraq,  Similarly,  the  relations  between  Indonesia  and  the 
USSR  are  not  facilitated  by  the  conflict  between  Red  China  and  Indo¬ 
nesia  regarding  the  Chinese  living  in  the  latter  country. 

It  has  repeatedly  been  shown  that  the  underdeveloped  coun¬ 
tries  which  received  their  independence  after  the  Second  World  War 
are  extraordinarily  sensitive  politically.  If  the  Communist  bloc 
is  forced  to  make  decisions  under  the  influence  of  political  events 
which  are  not  satisfactory  to  other  underdeveloped  countries,  then 
these  countries  Xfill  not  be  prepared  to  make  concessions  towards 
the  Communist  bloc.  The  sharp  reaction  of  the  UAR  toward  the  pro¬ 
paganda  given  Syrian  Communists  in  Peking  shows  that  many  underde¬ 
veloped  countries  follow  their  own  policies  and  independence  toward 
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the  Coiranunist  bloc  as  much  as  they  hffCFe  hitherto  followed  them  toward 
the  Western  countries.  The  more  intfensive  the  relations  of  the  Com¬ 
munist  bloc  to  all  underdeveloped  countries  become,  the  more  diffi¬ 
culties  will  have  to  be  faced  by  the  Communist  bloc.  And  these  diffi¬ 
culties  id.ll  be  much  like  the  difficulties  faced  by  the  West  in 
the  past.  In  this  connfection,  the  US  in  particular  has  already 
overcome  its  greatest  trials  with  respect  to  relations  to  under¬ 
developed  countries,  namely  the  "ungratefullness"  of  many  underde¬ 
veloped  countries  which  did  not  prevent  the  US  from  continuing  with 
its  generous  aid  programs.  Such  trials  are  still  to  be  faced  by 
the  foreign  aid  programs  of  the  Communist  bloc  in  the  years  to  come. 

Similarly,  Soviet  propaganda  will  not  find  it  as  easy  to 
build  goodwill  for  the  Communist  bloc  as  in  the  years  past.  A  main 
argument  was,  for  example,  that  the  investments  of  Western  countries 
in  underdeveloped  countries  would  adversely  affect  the  balance  of 
payment  of  the  latter.  The  Communist  bloc  may  find  itself  in  a  simi¬ 
lar  position  in  the  near  future.  It  could  easily  be  the  case  that 
some  underdeveloped  countries  must  i*aise  their  exports  to  the  Com¬ 
munist  bloc  to  such  an  extent,  in  order  to  repay  Soviet  credits, 
that  imports  under  new  loans  will  not  balance  payments.  Exports 
made  to  repay  old  loans  could  thus  become  larger  than  imports  under 
new  loans.  The  underdeveloped  countries  would  then  quickly  notice 
that  the  foreign  aid  of  the  Communii  bloc  leads  to  the  same  condi¬ 
tions  as  the  shipnents  of  Western  private  industry  on  long-term 
credits  or  as  foreign  investments.  This  would  also  demonstrate 
that  the  US  policy  of  grants  (gifts)  is  economically  far  more 
favorable  for  underdeveloped  countries  than  the  Soviet  loan  programs, 
particularly  since  these  grants  are  made  in  addition  to  the  creditss 
of  the  various  private  and  s©ni-govern)uental  institutions. 

The  preceding  statements  should  not  lead  to  an  underestima¬ 
tion  of  the  foreign  aid  program  of  the  Ccanmunist  bloc.  The  course 
of  these  aid  programs  to  date  shox^r  the  extent  of  the  possibilities 
for  the  Communist  bloc  to  meet  the  requirements  of  underde¬ 
veloped  countries  for  economic  and  social  developnent.  But  it  also 
seems  very  important  to  point  out  that  the  Communist  bloc  gradually 
gets  into  a  position  that  resembles  that  of  the  Western  countries 
because  of  the  former • s  intensification  of  relations  with  under¬ 
developed  countries.  It  almost  seems  a  natural  law,  vrhich  cannot 
be  neutralized  even  by  political  and  economic  maneuvers,  that  there 
exist  necessarily  certain  economic  and  political  contrasts  between 
highly  developed  industrial  nations  and  economically  underdeveloped 
agricultural  countries.  From  the  point  of  view  of  the  under  de¬ 
veloped  countries,  the  USSR  is  not  primarily  the  opponent  of  the 
Western  industrial  nations  —  just  as  the  conflict  between  communism 
and  democracy  does  not  occupy  the  forefront  of  the  politics  of  under¬ 
developed  countries  —  but  is  seen  in  its  position  of  an  industrial 
countrj'. 
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The  Latent  Danpier  of  Seduction  by  the  Soviet  System 


The  Soviet  Example 


The  Asian  and  also  the  African  underdeveloped  nations  con¬ 
sider  technical-economic  relations  i-jith  the  Communist  bloc  under 
Soviet  leadership  not  only  as  valuable  because  the  USSR  is  today 
the  second  greatest  industrial  povrer  in  the  world.  Until  a  few 
years  ago,  the  underdeveloped  nations  coniSidered  the  Western  indu¬ 
strial  countries  as  their  only  model  in  striving  for  their  own  in¬ 
dustrialization.  Today  there  is  a  tendency  in  the  African,  Asiatic 
and  Latin  American  countries  to  look  upon  the  USSR  also  as  an  exam¬ 
ple  for  economic  and  social  development  efforts.  With  the  exceptions 
of  Japan,  the  USSR  is  the  only  highly  industrialized  country  that 
a  few  decades  ago  was  still  an  underdeveloped  one.  In  40  years, 
she  developed  from  an  underdeveloped  agricultural  country  to  an  in¬ 
dustrialized  society,  in  which  over  half : of  the  population  is  en¬ 
gaged  in  non- agricultural  occupations.  From  the  point  of  view  of 
many  underdeveloped  countries,  the  USSR  is,  "therefore,  an  example 
that  it  is  fundamentally  possible  to  develop  within  a  few  decades 
to  the  point  where  the  emphasis  of  the  economy  has  shifted  from 
agriculture  to  industrs/".  This  concrete  example  serves  the  young 
intellectuals  and  politicians  as  the  basis  for  their  optimism  and 
wishful  thinking  regarding  industrialization.  This  wishful  thinking 
is  reinforced  in  the  underdeveloped  countries  by  the  fact  that  practi¬ 
cally  all  successes  of  the  USSR  can  be  traced  back  to  industriali¬ 
zation  which  was  carried  out  in  a  plenned  manner  and  often  without 
considering  short-term  economic  losses. 

The  USSR  is  seen  as  a  model  also  because  she  carried  out  her 
industrialization  without  outside  help.  She  has,  firrthermore , 
solved  in  the  last  40  years  those  fundamental  problems  which  are 
now  faced  by  the  underdeveloped  countries.  This  applies  parti¬ 
cularly  to  the  problem  of  land  reform  lahich  assumes  catastrophic 
proportions  in  most  underdeveloped  countries.  Since  the  political 
and  economic  concepts  of  the  West  have  no  clear  application 
to  the  problem  of  land  reform  and  since  land  reform  is  for  many 
underdeveloped  countries  the  first  step  towards  economic,  social 
and  political  progress,  it  seems  natural  to  study  the  land  refonn 
of  the  Communist  countries  and  to  use  those  procedures  as  models, 

A  parallel  betvreen  the  present  position  of  the  underdeveloped 
countries  and  the  position  of  the  USSR  40  years  ago  is  also  seen 
in  the  fact  that  in  contrast  to  all  other  industrial  nations  only 
the  USSR  systematically  planned  the  economic  and  social  develop¬ 
ment  of  the  country.  Since  almost  all  underdeveloped  countries 
today  also  plan  comprehensively  for  a  variety  of  reasons,  the  Soviet 
planning  apparatus  occupies  a  central  position  in  the  thinking  of 
the  leaders  of  underdeveloped  nations. 
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But  the  attraction  of  the  Soviet  system  does  not  lie  only 
in  the  political  and  economic  areas.  The  Soviet  methods  in  the  are¬ 
as  of  education  are  also  taken  as  a  model  in  the  eyes  of  the  public 
in  Asian  countries  and  also  among  young  intellectuals  in  Africa, 
as  the  author  noticed  repeatedly.  The  curriculum  of  the  Soviet 
elementary  educations!  system,  the  system  of  scholarhhips  at  the 
institutions  for  higher  education,  the  systematic  developnent  of  a 
more-and-raore  specialized  body  of  teachers  in  technology  and  the 
natural  sciences,  and  the  free  on-the-job  training  courses  in  agri¬ 
cultural,  industrial  and  other  installations  —  all  these  procedures 
and  methods  could  be  adopted  by  many  underdeveloped  countries  with 
only  minorrevisions.  In  view  of  the  difficulties  faced  by  under¬ 
developed  countries,  the  Soviet  system  undoubtedly  has  some  advan¬ 
tages'  over  the  Western  educational  systems,  particularly  since  the 
USSR"  was  able  to  gather  considerable  experience  in  her  non-Russian 
areas  with  respect  to  typical  problems  (early  leaving  of  school  by 
girls  and  older  boys,  reluctance  to  enroll  in  natural-science 
courses,  language  problems,  etc.)  which  often  arise  in  similar 
form  in  underdeveloped  areas.  In  addition,  there  is  the  problem 
that  most  underdeveloped  countries  will  not  be  able  to  avoid  using 
certain  authoritarian  methods  if  they  are  to  push  through  compulsory 
education  and  have  teachers  for  every  village  school.  Thus,  the 
USSR  has  not  taken  any  action  in  the  field  of  education,  but  it 
must  be  expected  that  the  USSR  will  send  education  experts  into 
underdeveloped  areas  during  the  next  few  years.  Educators  are  already 
invited  to  the  USSR  for  periods  of  study. 

Different  Starting  Points  in  Underdeveloped  Areas 

K  the  USSR  and  other  Communist  countries  are  perceived  as 
models  in  mamy  underdeveloped  countries,  it  does  not  follow  that 
these  perceptions  rest  upon  a  solid  basis,  such  as  study  of  Soviet 
problems.  Rather,  impressions  and  half-truths,  which  are  sometimes 
particularly  convincing,  determine  these  attitudes.  Even  superfi¬ 
cial  study  of  the  economic  and  social  history  of  the  USSR  during  the 
first  half  of  the  20th  Century  would  show  that  1±ie  USSR  never  faced, 
for  instance,  the  very  serious  problem  of  overpopulation.  The  po¬ 
pulation  of  the  USSR  increased  since  1913  by  only  50  million,  i.e., 
ore  third.  Ihe  rates  of  population  growth  in  underdeveloped  areas 
are  much  higher.  It  is  also  forgotten  that  the  USSR  possessed  con¬ 
siderable  reserves  for  increasing  agricultural  production,  that  the 
areas  of  arable  land  in  the  Russia  of  prewar  times  were  ten  times 
as  large  per  capita  as  the  present  amount  of  arable  land  in  Egypt 
and  that  the  entire  food  problem  was,  therefore,  much  smaller  before 
the  October  Revolution  than  it  is  in  most  underdeveloped  countries 
today.  Thus,  Russia  produced  three  times  as  much  grain  per  capita 
in  1913  than  does  India  today.  On  such  a  basis,  the  USSR  had  a  much 


better  chance  to  fulfill  its  industrialization  program  than  has 
Egypt  or  India  whose  food  problem  is  so  serious  that  valuable  for¬ 
eign  exchange  must  be  spent  constantly  for  the  import  of  foodstuffs i 

The  industrial  basis  of  the  USSR  was  at  that  time  also  greater 
than  the  industrial  basis  in  many  underdeveloped  countries  today, 
such  as  India  X'jhich  has  relatively  far  progressed.  In  most  product¬ 
ion  areas,  Russia  produced  in  1913  considerably  more  per  capita  thah 
does  India  in  1956  (cf.  Hoeffding,  0.  "The  Central  Economic  Planning 
of  the  Soviet  Union  as  a  Model  for  the  Underdeveloped  Countries  of 
Asia,”  in  Osteuropa  Wirtschaft,  Stuttgart,  December  1958*  page  100). 
It  may  also  have  been  Important  for  the  success  of  the  USSR  that 
Russia  had  reached  already  before  the  First  Wohld  War  a  stage  of 
development  which  made  possible  a  dynamic  rate  of  growth  through 
the  availability  of  high  rates  of  savings.  This  stage  has  not  been 
reached  even  remotely  by  any  underdeveloped  country. 

VJhen  the  underdeveloped  countries  take  the  USSR  as  a  model 
for  economic  and  social  development, 'they  forget  also  that  even  though 
the  Soviet  successes  were  reached  through  the  planning  of  all  eco¬ 
nomic  and  social  processes,  a  powerful  party  and  government  appara¬ 
tus  stood  behind  the  plan  to  guarantee  its  execution.  The  underde¬ 
veloped  countries  do  have  a  five-year  plan,  a  national  planning  com¬ 
mittee  and  a  development  bank,  but  they  do  not  possess  an  organiza¬ 
tion  for  the  execution  of  these  plans  which  would  come  even  remotely 
close  to  corresponding  institutions  in  the  USSR.  A  condition  for 
the  success  of  the  Soviet  plans  was  the  deliberately  created  system 
of  ownership  of  the  means  of  production.  Only  this  allowed  the  poli¬ 
tical  and  economic  apparatus  to  control  precisely  all  developments 
and  economic  processes.  These  conditions  are  also  not  given  in  the 
underdeveloped  countries.  A  resemblance  between  the  conditions  in 
the  USSR  and  in  the  underdeveloped  countries  cannot  be  assumed  simply 
because  the  underdeveloped  countries  also  possess  certain  institu¬ 
tions  such  as  a  five-year  plan.  The  success  of  planning  rests  upon 
an  organization  which  is  in  a  position  to  enforce  the  desired  mea¬ 
sures  down  to  the  lowest  level  of  every  village.  The  Western  indu¬ 
strial  countries  would  furnish  the  conditions  for  such  central  plan¬ 
ning  more  easily  than  the  underdeveloped  countries  whose  administra¬ 
tive  apparatus  is  still  in  the  process  of  being  developed.  Even  in 
underdeveloped  countries  which  are  governed  by  dictators,  the  influence 
of  the  government  does  not  reach  beyond  the  few  large  cities  in  the 
country. 

Dut  it  seems  to  us  to  be  most  important  that  the  attitude 
of  the  Russian  people  towards  modern  influences  in  the  beginning 
of  the  Soviet  development  program  was  far  more  tolerant  than  is  the 
case  today  in  Asian  and  African  countries.  The  history  and  religion 
of  the  Russian  people  may  have  been  a  greater  hindrance  to  economic 
and  social  progress  than  historical  factors  in  the  background  of  the 
Western  industrial  nations,  but  in  comparison  to  the  conditions  in 
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underdeveloped  areas,  Ike  conditions  in  the  USSR  were  by  far  more 
favorable.  One  example  can  demonstrate  this:  there  were,  for 
example,  no  holy  cows  in  the  USSR  in  the  beginning  of  her  economic 
developient  but  these  animals  constitute  ah  almost  unsurpassable 
block  to  the  reationalization  and  increase  of  agricultural  production 
in  India  todaj^.  This  example  alone  demonstrates  the  completely 
different  and  more  favorable  conditions  for  quick  industrialization 
that  existed  in  the  USSR. 

*  Necessity  for  Compulsory  Measures 

Under  present  cii-cumstances,  one  can  hardly  speak  of  an 
"  acute  Communistic  danger  in  most  underdeveloped  countries.  The  fact 

that  the  governments  of  the  underdeveloped  countries  today  are  neither 

*  Communistic  nor  intend  to  work  with  Cpmmunistic  methods  should,  how¬ 
ever,  not  deceive  us  from  recognizing  the  latent  danger  of  a  spread¬ 
ing  of  Communism  in  iinderdeveloped  areas.  But  as  little  as  the  de- 
veloptient  policieis  of  these  countries  can  be  described  as  Commu¬ 
nistic,  so  are  the  development  methods  used  so  far  also  insuffi¬ 
cient,  The  governments  of  underdeveloped  countries  have  developed 
five-year  plans  and  also  opened  a  few  institutions  for  the  planning 
and  financing  of  the  goals  to  be  reached.  But  the  means  used  to 
reach  the  development  goals  are  insufficient  in  all  underdeveloped 
countries,  particularly  in  India.  In  the  UAR,  xdiere  an  authori¬ 
tarian  system  governs,  the  beginnings  of  development  policies  are 
also  most  unsatisfactory.  Thus,  there  is  no  agency  in  Egypt  today 
to  channel  unemployed  workers  into  the  production  process.  In  this 
insufficiency  lies  the  real  danger. 

The  Western  countries  have  not  been  able  so  far  to  help 
the  countries  of  Asia  and  Afria  in  the  development  of  political  and 
econcmic  organizations  which,  although  contrary  to  the  principles 
of  donocracy,  are  unavoidable  in  the  face  of  the  econcraic  and  social 
requirements  of  the  underdeveloped  countries.  On  the  contrary, 

•  every  effort  of  the  underdeveloped  countries  to  develop  such  forms 
of  organization  arouses  sharp  criticism  in  the  West  on  ideological 

-  grounds.  Thus  it  is  that  economic  and  social  development  projects 

are  not  pressed  forvxard  with  the  tempo  and  to  the  extent  required 
by  the  increasing  impoverishment  of  the  underdeveloped  areas  and 
%  '  the  rapid  progress  made  by  Communist  underdeveloped  areas. 

Thus,  there  is  the  long-term  danger  that  underdeveloped 
countries  will  gradually  adopt  Soviet  methods.  This  step  may  be 
taken  by  present  governments  or,  after  the  removal  of  these,  by 
newly  formed  ones.  In  view  of  the  growing  dissatisfaction  particularly 
among  the  middle  classes  and  of  the  insufficient  development  mea¬ 
sures  of  formally  democratic  governments.  Communism  may  find  a  rich 
soil  in  the  future  as  a  consequence  of  the  insufficiency  of  the  methods 
practiced  today.  This  would  produce  the  conditions  for  the  gradual 
adoption  of  Soviet  methods.  The  Communist  bloc  itself  gains  through 
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its  growing  foreign  aid  and  intensified  trade  relations  with  indi¬ 
vidual  underdeveloped  countries  an  increasing  basis  for  its  opera¬ 
tions.  Soviet  leadership  has  clearly  recognized  that  the  decision 
will  be  made  on  the  field  of  ideology,  on  the  basis  of  political- 
social  principles  of  organization.  The  Soviet  governmental  system 
can  be  introduced  into  any  underdeveloped  countiy  —  it  is  only  a 
question  of  introducing  the  necessary  methods  of  compulsion. 

The  West,  on  the  other  hand,  still  believes  that  it  is  suffi¬ 
cient  to  arrange  the  establishment  of  a  Western  democratic  system 
in  underdeveloped  areas;  a  governmental  system  which  cannot  function 
in  most  underdeveloped  areas  because  of  the  conditions  prevailing 
there  and  which  certainly  cannot  function  in  those  areas  in  competi¬ 
tion  with  Communism.  Here  lies  the  real  danger:  if  the  present  govern¬ 
ments  cannot  cope  with  the  problem  under  the  prevailing  political 
and  social  conditions  in  underdevelolsed  areas,  the  solution  of  cur¬ 
rent  problems  will  be  sought  in  an  itaitation  of  Soviet  methods.  If 
this  danger  is  to  be  met,  the  Western  countries  must  develop  new  or¬ 
ganizational  forms  jointly  with  the  underdeveloped  countries  to  en¬ 
able  these  countries  to  utilize  their  unused  manpower  (for  example* 
through  a  national  work-service  corps  for  persons  of  certain  age 
groups)  tnthout  applying  compulsory  methods  to  the  extent  customary 
in  the  CoBimunist  countries.  This  cannot  be  done  without  any  corapul- 
sorj  methods  at  all  but  it  is  important  that  such  compulsory  methods 
are  :not  applied  tinder  Communist  emblems.  The  close  cooperation 
between  the  US  and  the  governments  of  some  underdeveloped  countries, 
which  maintain  a  domooratie  system  of  govei’nment  only  in  a  f drraal . 
sense, ’gives  hope  that  the  Western  cduntries’ will  not  only  tolerate 
but  support  with  all  available  means  those  governments  in  under-de¬ 
veloped  areas  which  are  not  completely  democratic  but  also  not  Com¬ 
munistic  in  form. 


,  ~  The" Chinese  Example 

The  attractiveness  of  Red  China  for  various  underdeveloped 
countries,  particularly  those  that  are  overpopulated,  will  also 
increase  with  the  growing  economic  development  of  the  former  even 
though  it  is  presently  still  interrupted  by  repeated  setbacks.  China 
is  today  practically  as  underdeveloped  in  an  economic  sense  as  other 
underdeveloped  countries  in  Asia  and  Jifrica.  But  in  most  production 
areas  the  conditions  for  a  rapid  growth  of  productivity  are  today 
already  available,  e.g.,  in  agriculture  through  the  completion  of 
land  reform,  through  the  building  of  irrigation  instalations  on  a 
large  scale  and  the  now  almost  completed  penetration  of  the  whole 
country  by  the  government  and  party  apparatus.  Nevertheless,  the 
stage  of  underdevelopment  has  not  been  completely  surpassed.  China 
could  be  a  better  example  for  underdeveloped  areas  today  than  the 
USSR  for  the  reasons  given  above.  In  contrast  to  the  USSR,  China 
belongs  to  the  colored  world  and  it  began  a  comprehensive  development 
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program  only  a  decade  ago.  China  also  possesses  the  fundamental 
problem  of  most  underdeveloped  areas;  overpopulation.  In  contrast 
to  the  USSR,  China  could  also  be  a  better  exanple  for  some  Asian 
countries  because  it  possessed  historical,  social  and  political 
structures  similar  to  those  of  other  South  and  Southeast  Asia  coun¬ 
tries.  The  traditional  background  of  l^st  and  Southeast  Asia  ex¬ 
plains  also  why  collectivistic  foms  afe  often  thought  to  be  better 
adapted  to  Asiatic  conditions  than  the  individualistic  forms  of  life 
in  the  West,  ht  least  by  the  leaders  of  those  Asian  nations.  China 
accomplished  the  transition  from  the  traditional  to  the  collectivi¬ 
stic  forms  of  life  within  one  decade.  The  trenendous  material  pro¬ 
gress  of  China  —  and  this  is  also  clear  to  the  anti-communists  in 
Asia  — ?  is  largely  attributed  to  the  Communist  system.  If  the 
quasi-deinocratic  and  quasi-dic tutorial  solutions  should. fail  in  the 
underdeveloped  countries  in  Asia,  the  attractiveness’ of  the  Chinese 
methods  will  grow.  The  latent  danger  of  seduction  through  the 
Communist  system  is  probably  greater  in  the  case  of  China  than  in 
the  rcase  of  ’the  USSR. 

This  applies  particularly  to  the  efforts  of  China  with  re¬ 
spect  to  the  establishment  of  collectives ,  which  may  horrify  many 
people,  but  nevertheless  point  up  a  way  towards  the  utilization  of 
the  resources  of  the  underdeveloped  country  and  of  the  unused  pools 
of  manpower.  The  possibility  to  solve  the  basic  problems  through 
the  utilization  of  the  abundantly  available  production  factor  "work" 
has  not  been  seen  as  yet  by  the  leadership,  let  alone  by  the  general 
public  in  underdeveloped  areas.  But  it  is  increasingly  recognized 
that  China  and  India  are  engaged  in  a  contest  in  this  respect. 

From  the  point  of  view  of  method,  the  following  are  in  competition; 
the  democratic  comi’nunity  development  work  in  India  and  the  totali¬ 
tarian  collectives  of  China.  This  contest  between  India  and  China 
will  decide  the  path  th  be  followed  by  the  overpopulated  and  under¬ 
developed  countries  in  the  solution  of  the  tremendous  organizational 
task  to  mobilize  the  unused  production  reserves,  particularly  the 
pools  of  unused  manpower. 

The  Chinese  are  probably  also  in  a  better  position  than  the 
USSR  to  modify  the  Communist  ideology  in  order  to  adapt  it  better 
to  the  conditions  prevailing  in  underdeveloped  areas.  This  is  al¬ 
ready  done  by  ’the  Chinese  in  the  form  that  the  contrast  between  capi¬ 
tal  and  labor,  between  capitalists  and  proletarians  is  not  empha¬ 
sized,  rather  the  point  of  departure  for  Communist  ideology  in  under¬ 
developed  countries  is  the  contrast  between  landowner  and  farm  worker 
and,  internationally,  between  industrial  zind  agricultural  countries. 
The  attractiveness  to  the  growing  educated  classes  in  underdeveloped 
countries  of  a  Communistic  ideology  extensively  adapted  to  condi¬ 
tions  in  underdeveloped  areas  cannot  be  underestimated  in  the  long 
run.  In  this  lies  probably  the  real  danger  of  seduction  through  ’the 
Chinese  system.  The  tremendous  productive  power  of.  the  organized 
Chinese  masses,  whose,  material  successes  will  be  more  and  more  ob- 


vious  to  the  extent  that  the  other  underdeveloped  countries  remain 
behind,  will  add  to  the  attractiveness  of  the  system. 

Communism  or  Danocracy:  An  Unsuitable  Alternative 

The  preceding,  in  many  respects  unsatisfactory ^  discussion 
of  the  future  of  the  relations  between  the  Communist  bloc  and  the 
underdeveloped  areas  was  to  emphasize  also  that  the  main  struggle 
will  not  be  in  the  field  of  foreign  aid  in  the  narrower  sense.  The 
real  problem  is  not  idiether  the  West  or  the  Communist  bloc  grants 
one  billion  more  or  less  of  dollars  or  rubles,  but  it  is  decisive 
to  solve  the  economic  problem  of  where  the  underdeveloped  countries 
can  dispose  of  their  products  in  exchange  for  the  ihvestment  capital 
needed  by  these  countries  i  Econbmi^cally,  the  emphasis  of  these  re¬ 
lations  lies,  therefore^  with  the  (|eyelopment  of  foreign  trade.  To 
be  sure,  there  is  fundamentally  nothing  of  a  negative  nature  to  be 
seen  in  such  a  development 4  If  the  economic  relations  of  the  under¬ 
developed  countries  to  the  Communist  bloc  reduce  the  difficulties 
of  the  former,  such  a  developnent  is  to  be  welcomed  by  all.  Further¬ 
more,  the  economic  competition  between  the  Communist  bloc  and  the 
West  will  probably  also  be  fruitful  for  the  Western  iixiustrial 
countries. 

Far  more  serious  for  the  future  of  the  world  is  the  compe¬ 
tition  of  politico- s pc ial  ideologies.  In  this  contest,  the  Commu¬ 
nist  bloc  has  scane  advantages  in  view  of  the  conditions  prevailing 
in  \mderdeveloped  areas.  On  the  other  hand,  the  West  still  clings 
to  the  conception  that  this  contest  must  bring  about  the  establish¬ 
ment  of  Western  governmental  principles  in  underdeveloped  areas. 
Western  foreign  aid  is  seen  as  the  most  important  means  of  achiev¬ 
ing  this  end.  This  somewhat  provincial  conception  which  wants  to 
establish  in  other  countries  the  principles  seen  as  desirable  in 
one’s  own  country  and  which  sees  as  the  only  alternative  to  Commu¬ 
nism  Western  democracy  is  not  geared  to  the  core  of  the  problems 
found  in  underdeveloped  areas.  Asia  and  Africa  must  develop  their 
own  forms  of  social  organization  idiich  will  take  account  of  histori¬ 
cal  conditions  as  well  as  of  the  prevailing  politico-economic  stage 
of  development.  If  the  Western  countries  help  the  uraierdeveloped 
nations  to  find  their  own  economic,  social  and  political  systems, 
if  they  can  free  thamselves  from  the  slogan:  here  democracy  ~  there 
Communism,  the  contest  in  the  ideological  sphere  may  not  yet  be 
lost.  If  Soviet  ideology  can  look  upon  the  present  nationalistic- 
bourgeois  forms  of  government  in  underdeveloped  areas  as  a  stage  on 
the  way  to  Communism,  then  the  Western  democracies  can  let  thmselves 
be  guided  in  their  policies  with  the  same  justification  by  the  thought 
that  non-Communistic  governments  with  quasi-dictatorial  characters 
are  also  a  necessary  transition  to  democratic  forms  of  government  and 
that  the  impoverishment  in  underdeveloped  areas  cannot  be  surmounted 
without  the  application  of  certain  compulsory  methods. 
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